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THE WENDY’S COMPANY 


Dear Fellow Stockholders, 


2018 was a year of progress as we continued to strengthen our brand by ensuring more customers enjoy Wendy’'s® more 
often, including expanding our number of restaurants, reimaging existing restaurants and executing a well-balanced 
marketing approach that strives to drive profitable growth for our franchisees. 


The quick-service restaurant (QSR) category is the place to be, representing the vast majority of all restaurant visits. 
Customers continue to prioritize speed, convenience and affordability, and we are ready to deliver on those priorities and 
differentiate ourselves through quality, as we always have. 


2018: DEMONSTRATED WE ARE AN EFFICIENT GROWTH COMPANY 


In 2018, we executed our plan for efficient and consistent growth and demonstrated that our brand is resonating with consumers. 


We delivered meaningful global systemwide sales growth of 2.5%, driven by North America same-restaurant sales growth of 
approximately 1% and new restaurant development. We opened nearly 160 restaurants, growing our net global footprint by 
approximately 1.2%. 2018 also marked our eighth consecutive year of same-restaurant sales growth in North America and 
our third consecutive year of global net restaurant expansion. 


We achieved strong financial results, with approximately 7% adjusted EBITDA growth, 51% adjusted EPS growth and a 37% 
increase in our free cash flow, which is a testament to our resilient business model. We also monetized our Inspire Brands, 
Inc. ownership interest in August for $450 million before tax and approximately $350 million net of tax. 


Returning capital to stockholders remains a key priority for us. With our strong free cash flow generation and the additional 
cash from the sale of our Inspire Brands, Inc. ownership interest, we paid $80.5 million in quarterly cash dividends and 
executed share repurchases of $270.2 million, returning a total of approximately $350 million to stockholders. 2018 also 
marked the sixth consecutive year that we have increased our dividend. 


2019: STRENGTHENING THE FOUNDATION FOR GROWTH 


We made tremendous progress last year, but we know there is more we can do to unlock profitable growth that improves the 
restaurant economic model. In 2019, we will work to strengthen and build on our strong foundation by accelerating same- 
restaurant sales growth to facilitate a healthy restaurant economic model with better mix benefits, driving operational 
excellence across the organization, investing in our consumer-facing digital capabilities and executing our global 
growth strategy. 


Our “One More Visit, One More Dollar” approach will be our focal point for accelerating same-restaurant sales growth 
through our mix opportunity. This strategy is already in motion, and we will continue to leverage our heritage of being an 
industry innovator, catering to the different tastes of today’s consumer, while continuing to highlight freshness and quality. 
We continue to partner with our franchisees to ensure we are providing customers with promotions and offers that bring 
them into our restaurants more often and that are operationally sound and profitable. 


We are acutely focused on operational excellence and providing a more consistent customer experience that differentiates 
us from our peers and keeps customers coming back. We recently appointed new company and franchise U.S. restaurant 
operations leaders who are dedicated to advancing customer experience improvements, Speed of Service leadership and 
differentiated throughput, as well as closing the customer experience consistency gap. 


Our growth strategy includes greater emphasis on digital technology to enhance the customer experience and make our 
restaurants easier to manage. This year, we expect to invest approximately $25 million to build a stronger foundation across 
our digital platforms, to give Wendy's a competitive advantage and provide customers with what they want: customization, 
speed and convenience. As part of this overall investment, we plan to make a significant investment in digital scanners for 
the North America system and expect to have mobile ordering rolled out across U.S. restaurants by the end of 2019. We will 
also continue to expand delivery to bring Wendy's to more customers more often. 


We expect to grow our global restaurant footprint by approximately 1.5 percent, with about one-third of the growth coming 
from International and two-thirds from North America. We plan to leverage the successful North America playbook to bring 
best practices and expertise to our International business, and we are confident that we have the leadership and strategy in 
place to fully unlock this growth potential. 


DOING THE RIGHT THING 


Dave Thomas founded Wendy's based on a set of core values, including “Quality Is Our Recipe®,” “Do the Right Thing” and 
“Give Something Back,” which all serve as timeless guideposts for our employees and franchisees. We know that consumers 
are increasingly conscious of where their food comes from, how it gets to them and what that means for our communities. 
We are proud of our continuous progress on our priorities and increasing transparency with our stakeholders. Our new 
Environmental, Social and Governance (“ESG") website (www.irwendys.com/esg) contains an array of information and will 
feature updates related to our ESG performance moving forward. 


In 2018, we delivered on our sustainability initiatives spanning our core pillars of Food, Family and Community: 


+ When it comes to food, we believe we can make the biggest impact through responsible sourcing practices. We are 
the first restaurant chain to partner with the Progressive Beef™ program, which allows us to better understand and 
communicate how cattle for Wendy's hamburgers are raised and facilitates advancements in areas such as animal care, 
antibiotics and sustainability. Last June, we announced our transition to source vine-ripened tomatoes exclusively 
from greenhouse farms, which we expect will improve taste and quality while driving social and environmental benefits. 


+ Wendy's was recognized as a leader in areas of turnover, diversity, compensation and year-over-year results from the 
TDn2K™ (Transforming Data into Knowledge) 2018 Global Best Practices Conference. Wendy's was also recognized by this 
organization for our efforts related to community involvement, employee benefits and engagement,and sustainability. 


+ From a sustainability standpoint, we unveiled a new “Smart Family of Designs,” providing to franchisees a portfolio of 
development options that reduce impact on the environment with an even smaller footprint and include features that 
promote energy efficiency and target significant development cost savings. 


* Finally, our core values are best exemplified through our support of the Dave Thomas Foundation for Adoption® 
(“DTFA’), a national public charity, and its efforts to find permanent, loving homes for children in the foster care system. 
Throughout 2018, our system raised more than $18.7 million to support the DTFA, and we have raised more than $200 
million for the DTFA throughout its history. Support from Wendy's helps the DTFA continue to make significant progress 
in scaling its Wendy's Wonderful Kids® program, which has helped more than 8,000 children get adopted. 


LOOKING AHEAD 


Iam very proud of what the Wendy's team accomplished in 2018. Our system is one family, and we wouldn't be able to do 
any of this without the support and dedication of our franchisees and employees. 


2019 is a special year for us as we celebrate the 50th anniversary of our iconic brand. With the Wendy's Way® as our roadmap 
for growth, we will continue delivering on our brand promise to “Delight Every Customer.” We will remain focused on providing 
excellent value, investing in the quality of our food, delivering exceptional service and elevating our restaurants. The vision is 
clear, and I am confident that Wendy’s will become the world's most thriving and beloved restaurant brand. 


Sod longa 


TODD A. PENEGOR 
President and Chief Executive Officer 


QUALITY IS OUR RECIPE | TREAT PEOPLE WITH RESPECT | DO THE RIGHT THING 
PROFIT MEANS GROWTH | GIVE SOMETHING BACK 
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PART | 
Special Note Regarding Forward-Looking Statements and Projections 


This Annual Report on Form 10-K and oral statements made from time to time by representatives of the 
Company may contain or incorporate by reference certain statements that are not historical facts, including, most 
importantly, information concerning possible or assumed future results of operations of the Company. Those 
statements, as well as statements preceded by, followed by, or that include the words “may,” “believes,” “plans,” 
“expects,” “anticipates,” or the negation thereof, or similar expressions, constitute “forward-looking statements” 
within the meaning of the Private Securities Litigation Reform Act of 1995 (the “Reform Act”). All statements that 
address future operating, financial or business performance; strategies, initiatives or expectations; future synergies, 
efficiencies or savings; anticipated costs or charges; future capitalization; and anticipated financial impacts of recent or 
pending transactions are forward-looking statements within the meaning of the Reform Act. The forward-looking 
statements are based on our expectations at the time such statements are made, speak only as of the dates they are 
made and are susceptible to a number of risks, uncertainties and other factors. Our actual results, performance and 
achievements may differ materially from any future results, performance or achievements expressed or implied by our 
forward-looking statements. For all of our forward-looking statements, we claim the protection of the safe harbor for 
forward-looking statements contained in the Reform Act. Many important factors could affect our future results and 
could cause those results to differ materially from those expressed in or implied by the forward-looking statements 
contained herein. Such factors, all of which are difficult or impossible to predict accurately, and many of which are 
beyond our control, include, but are not limited to, the following: 


* competition, including pricing pressures, couponing, aggressive marketing and the potential impact of 
competitors’ new unit openings on sales of Wendy’s restaurants; 


* consumers’ perceptions of the relative quality, variety, affordability and value of the food products we offer, 
and changes in consumer tastes and preferences; 


* food safety events, including instances of food-borne illness (such as salmonella or E. coli) involving 
Wendy’s or its supply chain; 


* consumer concerns over nutritional aspects of beef, chicken, french fries or other products we sell, the 
ingredients in our products and/or the cooking processes used in our restaurants; 


* conditions beyond our control, such as weather, natural disasters, disease outbreaks, epidemics or 
pandemics impacting our customers or food supplies, or acts of war or terrorism; 


* the effects of negative publicity that can occur from increased use of social media; 


* success of operating and marketing initiatives, including advertising and promotional efforts and new 
product and concept development by us and our competitors; 


* prevailing economic, market and business conditions affecting us, including competition from other food 
service providers, unemployment and decreased consumer spending levels, particularly in geographic 
regions that contain a high concentration of Wendy’s restaurants; 


¢ changes in the quick-service restaurant industry, spending patterns and demographic trends, such as 
consumer trends toward value-oriented products and promotions or toward consuming fewer meals away 
from home; 


* certain factors affecting our franchisees, including the business and financial viability of franchisees, the 
timely payment of franchisees’ obligations due to us or to national or local advertising organizations, and 
the ability of franchisees to open new restaurants and reimage existing restaurants in accordance with their 
development and franchise commitments, including their ability to finance restaurant development and 
reimages; 


* increased labor costs due to competition or increased minimum wage or employee benefit costs; 


¢ changes in commodity costs (including beef, chicken, pork, cheese and grains), labor, supplies, fuel, 
utilities, distribution and other operating costs; 


*¢ the availability of suitable locations and terms for restaurant development by us and our franchisees; 


¢ development costs, including real estate and construction costs; 


¢ delays in opening new restaurants or completing reimages of existing restaurants, including risks associated 
with our Image Activation program; 


* the ability to effectively manage the acquisition and disposition of restaurants or successfully implement 
other strategic initiatives; 


* anticipated or unanticipated restaurant closures by us and our franchisees; 


* our ability to identify, attract and retain franchisees with sufficient experience and financial resources to 
develop and operate Wendy’s restaurants successfully; 


¢ availability of qualified restaurant personnel to us and our franchisees, and the ability to retain such 
personnel; 


* our ability, if necessary, to secure alternative distribution of supplies of food, equipment and other 
products to Wendy’s restaurants at competitive rates and in adequate amounts, and the potential financial 
impact of any interruptions in such distribution; 


° availability and cost of insurance; 


* availability, terms (including changes in interest rates) and deployment of capital, and changes in debt, 
equity and securities markets; 


¢ changes in, and our ability to comply with, legal, regulatory or similar requirements, including franchising 
laws, payment card industry rules, overtime rules, minimum wage rates, wage and hour laws, tax 
legislation, federal ethanol policy and accounting standards, policies and practices (including the changes to 
lease accounting standards that are effective for fiscal year 2019); 


* the costs, uncertainties and other effects of legal, environmental and administrative proceedings; 
* the effects of charges for impairment of goodwill or for the impairment of other long-lived assets; 


* risks associated with failures, interruptions or security breaches of our computer systems or technology, or 
the occurrence of cyber incidents or a deficiency in cybersecurity that impacts us or our franchisees, 
including the cybersecurity incident described in “Item 1A. Risk Factors” below; 


¢ the difficulty in predicting the ultimate costs that will be incurred in connection with our plan to reduce 
general and administrative expense, and the future impact on our earnings; 


¢ risks associated with our securitized financing facility and other debt agreements, including the ability to 
generate sufficient cash flow to meet increased debt service obligations, compliance with operational and 
financial covenants, and restrictions on our ability to raise additional capital; 


¢ risks associated with the amount and timing of share repurchases under share repurchase programs 
approved by our Board of Directors; 


* risks associated with the proposed settlement of the Financial Institutions case described herein, including 
the timing and amount of payments; 


*¢ risks associated with our digital commerce strategy, platforms and technologies, including our ability to 
adapt to changes in industry trends and consumer preferences; and 


* other risks and uncertainties affecting us and our subsidiaries referred to in this Annual Report on 
Form 10-K (see especially “Item 1A. Risk Factors” and “Item 7. Management’s Discussion and Analysis of 
Financial Condition and Results of Operations”) and in our other current and periodic filings with the 
Securities and Exchange Commission. 


All future written and oral forward-looking statements attributable to us or any person acting on our behalf are 
expressly qualified in their entirety by the cautionary statements contained or referred to in this section. New risks and 
uncertainties arise from time to time, and it is impossible for us to predict these events or how they may affect us. We 
assume no obligation to update any forward-looking statements after the date of this Annual Report on Form 10-K as 
a result of new information, future events or developments, except as required by federal securities laws. In addition, 
we do not endorse any projections regarding future performance that may be made by third parties. 


2 


Item 1. Business. 
Introduction 


The Wendy’s Company (“The Wendy’s Company”) is the parent company of its 100% owned subsidiary 
holding company Wendy’s Restaurants, LLC (“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company 
of Wendy’s International, LLC, formerly known as Wendy’s International, Inc. Wendy’s International, LLC is the 
indirect parent company of Quality Is Our Recipe, LLC (“Quality”), which is the owner and franchisor of the 
Wendy’s® restaurant system in the United States. As used in this report, unless the context requires otherwise, the 
term “Company” refers to The Wendy’s Company and its direct and indirect subsidiaries, and “Wendy’s” refers to 
Quality when the context relates to ownership of or franchising the Wendy’s restaurant system and to Wendy’s 
International, LLC when the context refers to the Wendy’s brand. 


As of December 30, 2018, the Wendy’s restaurant system was comprised of 6,711 restaurants, of which 353 
were owned and operated by the Company. References in this Annual Report on Form 10-K (the “Form 10-K”) to 
restaurants that we “own” or that are “Company-operated” include owned and leased restaurants. The Wendy’s 
Company’s corporate predecessor was incorporated in Ohio in 1929 and was reincorporated in Delaware in June 
1994. Effective September 29, 2008, in conjunction with the merger with Wendy’s, the Company’s corporate name 
was changed from Triarc Companies, Inc. (“Triarc”) to Wendy’s/Arby’s Group, Inc. (“Wendy’s/Arby’s”). Effective 
July 5, 2011, in connection with the sale of Arby’s Restaurant Group, Inc. (“Arby’s”), Wendy’s/Arby’s changed its 
name to The Wendy’s Company. The Company’s principal executive offices are located at One Dave Thomas Blvd., 
Dublin, Ohio 43017, and its telephone number is (614) 764-3100. We make our annual reports on Form 10-K, 
quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to such reports, as well as our annual 
proxy statement, available, free of charge, on the Investor Relations portion of our website as soon as reasonably 
practicable after such reports are electronically filed with, or furnished to, the Securities and Exchange Commission. 
We also provide our Code of Business Conduct and Ethics, free of charge, on our website. Our website address is 
www.wendys.com/who-we-are. Information contained on that website is not part of this Form 10-K. 


Merger with Wendy’s 


On September 29, 2008, Triarc and Wendy’s completed their merger (the “Wendy's Merger”) in an all-stock 
transaction in which Wendy’s shareholders received 4.25 shares of Wendy’s/Arby’s Class A common stock for each 
Wendy’s common share owned. In the Wendy’s Merger, approximately 377,000,000 shares of Wendy’s/Arby’s 
Class A common stock were issued to Wendy’s shareholders. In addition, effective on the date of the Wendy’s 
Merger, Wendy’s/Arby’s Class B common stock was converted into Class A common stock. In connection with the 
May 28, 2009 amendment and restatement of Wendy’s/Arby’s Certificate of Incorporation, Class A common stock 
was redesignated as “Common Stock.” 


Sale of Arby’s 


On July 4, 2011, Wendy’s Restaurants completed the sale of 100% of the common stock of Arby’s to ARG IH 
Corporation (“ARG”), a wholly-owned subsidiary of ARG Holding Corporation (“ARG Parent”), for $130.0 million 
in cash (subject to customary purchase price adjustments) and 18.5% of the common stock of ARG Parent (through 
which Wendy’s Restaurants indirectly retained an 18.5% interest in Arby’s). Our 18.5% equity interest was diluted to 
12.3% on February 5, 2018, when a subsidiary of ARG Parent acquired Buffalo Wild Wings, Inc. As a result, our 
diluted ownership interest included both the Arby’s® and Buffalo Wild Wings® brands under the newly formed 
combined company, Inspire Brands, Inc. (“Inspire Brands”). On August 16, 2018, the Company sold its remaining 
12.3% ownership interest to Inspire Brands for $450.0 million. (Arby’s is a registered trademark of Arby’s IP Holder, 
LLC and Buffalo Wild Wings is a registered trademark of Buffalo Wild Wings, Inc.) 


Fiscal Year 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended December 30, 2018” or “2018,” (2) “the year ended 
December 31, 2017” or “2017” and (3) “the year ended January 1, 2017” or “2016,” all of which consisted of 
52 weeks. 


Business Segments 


The Company manages and internally reports its business geographically. The operation and franchising of 
Wendy’s restaurants in North America (defined as the United States and Canada) comprises virtually all of our 
current operations and represents a single reportable segment. The revenues and operating results of Wendy’s 
restaurants outside of North America are not material. See Note 25 of the Financial Statements and Supplementary 
Data contained in Item 8 herein for financial information attributable to our geographic areas. 


The Wendy’s Restaurant System 
Wendy’s is the world’s third largest quick-service restaurant company in the hamburger sandwich segment. 


Wendy’s is primarily engaged in the business of operating, developing and franchising a system of distinctive 
quick-service restaurants serving high quality food. At December 30, 2018, there were 6,178 Wendy’s restaurants in 
operation in North America. Of these restaurants, 353 were operated by the Company and 5,825 were operated by a 
total of 330 franchisees. In addition, at December 30, 2018, there were 533 franchised Wendy’s restaurants in 
operation in 30 countries and territories other than North America. See “Item 2. Properties” herein for a listing of the 
number of Company-operated and franchised locations in the United States and in foreign countries and United 
States territories. 


The revenues from our restaurant business are derived from two principal sources: (1) sales at Company- 
operated restaurants and (2) franchise-related revenues, including royalties, national advertising funds contributions, 
rents and franchise fees received from Wendy’s franchised restaurants. Company-operated restaurants comprised 
approximately 5% of the total Wendy’s system as of December 30, 2018. 


Wendy’s Restaurants 


Wendy’s opened its first restaurant in Columbus, Ohio in 1969. During 2018, Wendy’s opened seven new 
Company-operated restaurants and closed five generally underperforming Company-operated restaurants. During 
2018, Wendy’s franchisees opened 152 new restaurants and closed 77 generally underperforming restaurants. 


The following table sets forth the number of Wendy’s restaurants in operation at the beginning and end of each 
fiscal year from 2016 to 2018: 


wos 20172016 
Restaurants open at beginning of period .................0005 6,634 6,537 6,479 
Restaurants opened during period ..... 0.0.0.0... 0c eee eee eee 159 174 149 
Restaurants closed during period ........ 0.00... c cece eee eee (82) (77) (91) 
Restaurants open at end of period ........ 0.0.0... e eee eee eee 6,711 6,634 6,537 


Operations 


Each Wendy’s restaurant offers an extensive menu specializing in hamburger sandwiches and featuring filet of 
chicken breast sandwiches, which are prepared to order with the customer’s choice of condiments. Wendy’s menu also 
includes chicken nuggets, chili, french fries, baked potatoes, freshly prepared salads, soft drinks, Frosty® desserts and 
kids’ meals. In addition, the restaurants sell a variety of promotional products on a limited time basis. Wendy’s also 
offers breakfast in some restaurants in the United States. 


Free-standing Wendy’s restaurants generally include a pick-up window in addition to a dining room. 
Approximately two-thirds of sales at Company-operated Wendy’s restaurants occur through the pick-up window. 


Wendy’s strives to maintain quality and uniformity throughout all restaurants by publishing detailed 
specifications for food products, preparation and service, continual in-service training of employees, restaurant 
operational audits and field visits from Wendy’s supervisors. In the case of franchisees, field visits are made by 
Wendy’s personnel who review operations, including quality, service and cleanliness and make recommendations to 
assist in compliance with Wendy’s specifications. 


Wendy’s does not sell food or restaurant supplies to its franchisees. 


Raw Materials and Purchasing 


As of December 30, 2018, four independent processors (five total production facilities) supplied all of Wendy’s 
beef in the United States. In addition, six independent processors (12 total production facilities) supplied all of 
Wendy’s chicken in the United States. Wendy’s and its franchisees have not experienced any material shortages of 
food, equipment, fixtures or other products that are necessary to maintain restaurant operations. Wendy’s anticipates 
no such shortages of products and believes that alternate suppliers are available. Suppliers to the Wendy’s system must 
comply with United States Department of Agriculture (“USDA”) and United States Food and Drug Administration 
(“FDA”) regulations governing the manufacture, packaging, storage, distribution and sale of all food and packaging 
products. 


Wendy’s has a purchasing co-op relationship agreement with its franchisees which establishes Quality Supply 
Chain Co-op, Inc. (“QSCC”). QSCC manages, for the Wendy’s system in the United States and Canada, contracts 
for the purchase and distribution of food, proprietary paper, operating supplies and equipment under national 
agreements with pricing based upon total system volume. QSCC’s supply chain management facilitates the continuity 
of supply and provides consolidated purchasing efficiencies while monitoring and seeking to minimize possible 
obsolete inventory throughout the Wendy’s supply chain in the United States and Canada. Wendy’s and its 
franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. Such sourcing fees are 
remitted by these vendors to QSCC and are the primary means of funding QSCC’s operations. Should QSCC’s 
sourcing fees exceed its expected needs, QSCC’s board of directors may return some or all of the excess to its members 
in the form of a patronage dividend. 


Quality Assurance 


Wendy’s quality assurance program is designed to verify that the food products supplied to our restaurants are 
processed in a safe, sanitary environment and in compliance with our food safety and quality standards. Wendy’s 
quality assurance personnel conduct multiple on-site sanitation and production audits throughout the year at all of 
our core menu product processing facilities, which include beef, chicken, pork, buns, french fries, Frosty® dessert 
ingredients and produce. Animal welfare audits are also conducted every year at all beef, chicken and pork facilities to 
confirm compliance with our required animal welfare and handling policies and procedures. In addition to our facility 
audit program, weekly samples of beef, chicken and other core menu products from our distribution centers are 
randomly sampled and analyzed by a third-party laboratory to test conformance to our quality specifications. Each 
year, Wendy’s representatives conduct unannounced inspections of all Company-operated and franchise restaurants to 
test conformance to our sanitation, food safety and operational requirements. Wendy’s has the right to terminate 
franchise agreements if franchisees fail to comply with quality standards. 


Trademarks and Service Marks 


Wendy’s or its subsidiaries have registered certain trademarks and service marks in the United States Patent and 
Trademark Office and in international jurisdictions, some of which include Wendy’s®, Old Fashioned Hamburgers® 
and Quality Is Our Recipe®. Wendy’s believes that these and other related marks are of material importance to its 
business. Domestic trademarks and service marks expire at various times from 2019 to 2028, while international 
trademarks and service marks have various durations of ten to 15 years. Wendy’s generally intends to renew 
trademarks and service marks that are scheduled to expire. 


Wendy’s entered into an Assignment of Rights Agreement with the Company’s founder, R. David Thomas, 
and his wife dated as of November 5, 2000 (the “Assignment”). Wendy’s had used Mr. Thomas, who was Senior 
Chairman of the Board until his death on January 8, 2002, as a spokesperson and focal point for its products and 
services for many years. With the efforts and attributes of Mr. Thomas, Wendy’s has, through its extensive investment 
in the advertising and promotional use of Mr. Thomas’ name, likeness, image, voice, caricature, endorsement rights 
and photographs (the “Thomas Persona”), made the Thomas Persona well known in the United States and 
throughout North America and a valuable asset for both Wendy’s and Mr. Thomas’ estate. Under the terms of the 
Assignment, Wendy’s acquired the entire right, title, interest and ownership in and to the Thomas Persona, including 
the sole and exclusive right to commercially use the Thomas Persona. 


Seasonality 


Wendy’s restaurant operations are moderately seasonal. Wendy’s average restaurant sales are normally higher 
during the summer months than during the winter months. Because our business is moderately seasonal, results for any 
quarter are not necessarily indicative of the results that may be achieved for any other quarter or for the full fiscal year. 


Competition 


Each Wendy’s restaurant is in competition with other food service operations within the same geographical 
area. The quick-service restaurant segment is highly competitive and includes well-established competitors. Wendy’s 
competes with other restaurant companies and food outlets, primarily through the quality, variety, convenience, price 
and value perception of food products offered. The number and location of units, quality and speed of service, 
attractiveness of facilities, effectiveness of marketing and new product development by Wendy’s and its competitors 
are also important factors. The price charged for each menu item may vary from market to market (and within 
markets) depending on competitive pricing and the local cost structure. Wendy’s also competes within the food 
service industry and the quick-service restaurant sector not only for customers, but also for personnel, suitable real 
estate sites and qualified franchisees. 


Wendy’s competitive position is differentiated by a focus on quality, its use of fresh, never frozen ground beef* 
and fresh-cut vegetables in the United States and Canada and certain other countries, its unique and diverse menu, its 
promotional products, its choice of condiments and the atmosphere and decor of its restaurants. (*Fresh beef available 
in the contiguous U.S., Alaska and Canada.) Wendy’s continues to implement its Image Activation program, which 
includes innovative exterior and interior restaurant designs, with plans for a significant number of new and reimaged 
Company-operated and franchised restaurants in 2019 and beyond. The Image Activation program also differentiates 
the Company from its competitors by its emphasis on selection and performance of restaurant employees that provide 
friendly and engaged customer service in Wendy’s restaurants. 


Many of the leading restaurant chains continue to focus on new unit development as one strategy to increase 
market share through increased consumer awareness and convenience. This results in increased competition for 
available development sites and higher development costs for those sites. Competitors also employ marketing 
strategies such as frequent use of price discounting, frequent promotions and heavy advertising expenditures. 
Continued price discounting, including the use of coupons and offers, in the quick-service restaurant industry and the 
emphasis on value menus has had and could continue to have an adverse impact on Wendy’s business. 


Other restaurant chains have also competed by offering high quality sandwiches made with fresh ingredients 
and artisan breads, and there are several emerging restaurant chains featuring high quality food served at in-line 
locations. Several chains have also sought to compete by targeting certain consumer groups, such as capitalizing on 
trends toward certain types of diets or diet preferences (e.g., low carbohydrate, low trans fat, gluten free or antibiotic 
free) by offering menu items that are promoted as being consistent with such diets. 


Additional competitive pressures for prepared food purchases come from operators outside the restaurant 
industry. A number of major grocery chains offer fresh deli sandwiches and fully prepared food and meals to go as 
part of their deli sections. Some of these chains also have in-store cafes with service counters and tables where 
consumers can order and consume a full menu of items prepared especially for that portion of the operation. 
Additionally, convenience stores and retail outlets at gas stations frequently offer sandwiches and other foods. 


Wendy’s also competes with grocery chains and other retail outlets which sell food that will be prepared at 
home. Competition with these chains and other outlets has increased as the gap between the price of food at home 
compared to the price of food purchased at restaurants has widened. 


Technology and delivery are becoming increasingly critical parts of the restaurant consumer experience. 
Restaurant technology includes mobile interactive technology for brand menu search information, mobile ordering, 
mobile payment, mobile offers and rewards programs and other self-service technologies. Wendy’s has established a 
delivery arrangement using a third-party vendor in several United States markets, and certain of our franchisees have 
established delivery arrangements using a third-party vendor in several Canadian markets. As of December 30, 2018, 
delivery was available at more than 60% of Wendy’s North America system restaurants. Other restaurant chains have 
also introduced or expanded their restaurant technology initiatives and delivery arrangements as another strategy to 
increase market share. 


Acquisitions and Dispositions of Wendy’s Restaurants 


During 2016, the Company completed the sale of 310 Company-operated restaurants to franchisees, which 
resulted in the completion of the Company’s plan to reduce its Company-operated restaurant ownership percentage 
to approximately 5% of the total system. During 2017, the Company acquired 140 Wendy’s restaurants from DavCo 
Restaurants, LLC (“DavCo”), which were immediately sold to NPC International, Inc. (“NPC”), an existing 
franchisee of the Company. During 2018, the Company sold three Company-operated restaurants to franchisees and 
acquired 16 Wendy’s restaurants from franchisees. In addition, during 2018, 2017 and 2016, the Company 
facilitated franchisee-to-franchisee transfers of 96, 400 and 144 restaurants, respectively. 


Wendy’s expects to continue to optimize its system by facilitating franchisee-to-franchisee transfers of 
restaurants, as well as evaluating strategic acquisitions of franchised restaurants and strategic dispositions of Company- 
operated restaurants to existing and new franchisees, to further strengthen the franchisee base, drive new restaurant 
development and accelerate Image Activation adoption. Wendy’s generally retains a right of first refusal in connection 
with any proposed sale of a franchisee’s interest. 


North America Franchised Restaurants 


As of December 30, 2018, Wendy’s franchisees operated 5,825 Wendy’s restaurants in 50 states, the District of 
Columbia and Canada. 


The rights and obligations governing the majority of franchised restaurants operating in the United States are 
set forth in the Wendy’s Unit Franchise Agreement (non-traditional locations may operate under an amended 
agreement). This document provides the franchisee the right to construct, own and operate a Wendy’s restaurant 
upon a site accepted by Wendy’s and to use the Wendy’s system in connection with the operation of the restaurant at 
that site. The Unit Franchise Agreement provides for a 20-year term and a 10-year renewal subject to certain 
conditions. The initial term may be extended up to 25 years and the renewal extended up to 20 years for qualifying 
restaurants under the new restaurant development incentive and remodel programs described below. Wendy’s has in 
the past franchised under different agreements on a multi-unit basis; however, Wendy’s now grants new Wendy’s 
franchises on a unit-by-unit basis. 


The Wendy’s Unit Franchise Agreement requires that the franchisee pay a monthly royalty of 4% of sales, as 
defined in the agreement, from the operation of the restaurant. The agreement also typically requires that the 
franchisee pay Wendy’s an initial technical assistance fee. In the United States, the standard technical assistance fee 
required under a newly executed Unit Franchise Agreement is $50,000 for each new restaurant opened. 


The technical assistance fee is used to defray some of the costs to Wendy’s for training, start-up and transitional 
services related to new and existing franchisees acquiring Company-operated restaurants and in the development and 
opening of new restaurants. In certain limited instances (such as the re-granting of franchise rights for a previously 
closed restaurant, a reduced franchise agreement term or other unique circumstances), Wendy’s may charge a reduced 
technical assistance fee or may waive the technical assistance fee. Wendy’s does not select or employ personnel on 


behalf of franchisees. 


Wendy’s also enters into development and/or relationship agreements with certain franchisees. The 
development agreement provides the franchisee with the right to develop a specified number of new Wendy’s 
restaurants using the Image Activation design within a stated, non-exclusive territory for a specified period, subject to 
the franchisee meeting interim new restaurant development requirements. The relationship agreement addresses other 
aspects of the franchisor-franchisee relationship, such as restrictions on operating competing restaurants, participation 
in brand initiatives such as the Image Activation program, employment of approved operators, confidentiality and 
restrictions on engaging in sale/leaseback or debt refinancing transactions without Wendy’s prior consent. 


Wendy’s Restaurants of Canada Inc. (““WROC”), a 100% owned subsidiary of Wendy’s, holds master franchise 
rights for Canada. The rights and obligations governing the majority of franchised restaurants operating in Canada are set 
forth in a Single Unit Sub-Franchise Agreement. This document provides the franchisee the right to construct, own and 
operate a Wendy’s restaurant upon a site accepted by WROC and to use the Wendy’s system in connection with the 
operation of the restaurant at that site. The Single Unit Sub-Franchise Agreement provides for a 20-year term and a 10-year 
renewal subject to certain conditions. The sub-franchisee pays to WROC a monthly royalty of 4% of sales, as defined in the 
agreement, from the operation of the restaurant. The agreement also typically requires that the franchisee pay WROC an 
initial technical assistance fee. The standard technical assistance fee is C$50,000 for each new restaurant opened. 


In order to promote new restaurant development, Wendy’s has an incentive program for franchisees that 
provides for reductions in royalty and national advertising payments for up to the first two years of operation for 
qualifying new restaurants opened by December 31, 2020, with the value of the incentives declining in the later years 
of the program. In August 2018, Wendy’s announced a new restaurant development incentive program that provides 
for incremental reductions in royalty and national advertising payments for up to the first two years of operation for 
qualifying new restaurants for existing franchisees that sign up for the program and commit to incremental 
development of new Wendy’s restaurants under a new development agreement by July 1, 2019. Wendy’s also 
provides franchisees with the option of an early 20-year renewal of their franchise agreement upon completion of 
reimaging utilizing certain approved Image Activation remodel designs. 


Franchised restaurants are required to be operated under uniform operating standards and specifications relating 
to the selection, quality and preparation of menu items, signage, decor, equipment, uniforms, suppliers, maintenance 
and cleanliness of premises and customer service. Wendy’s monitors franchisee operations and inspects restaurants 
periodically to ensure that required practices and procedures are being followed. 


See Note 7 and Note 21 of the Financial Statements and Supplementary Data contained in Item 8 herein, and 
the information under “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” herein, for further information regarding guarantee obligations, reserves, commitments and 
contingencies involving franchisees. 


Advertising and Marketing 


In the United States and Canada, Wendy’s advertises nationally through national advertising funds on network 
and cable television programs, including nationally televised events. Locally in the United States and Canada, 
Wendy’s primarily advertises through regional network and cable television, radio and social media. Wendy’s 
maintains two national advertising funds established to collect and administer funds contributed for use in advertising 
through television, radio, the Internet and a variety of promotional campaigns, including the increasing use of social 
media. Separate national advertising funds are administered for Wendy’s United States and Canadian restaurant 
locations. Contributions to the national advertising funds are required to be made by both Company-operated and 
franchised restaurants and are based on a percentage of restaurant retail sales. In addition to the contributions to the 
national advertising funds, Wendy’s requires additional contributions to be made for both Company-operated and 
franchised restaurants based on a percentage of restaurant retail sales for the purpose of local and regional advertising 
programs. Required franchisee contributions to the national advertising funds and for local and regional advertising 
programs are governed by the Wendy’s Unit Franchise Agreement in the United States and by the Single Unit 
Sub-Franchise Agreement in Canada. Required contributions by Company-operated restaurants for advertising and 
promotional programs are at the same percent of retail sales as franchised restaurants within the Wendy’s system. As 
of December 30, 2018, the contribution rate for United States restaurants was generally 3.5% of retail sales for 
national advertising and 0.5% of retail sales for local and regional advertising. The contribution rate for Canadian 
restaurants is generally 3% of retail sales for national advertising and 1% of retail sales for local and regional 
advertising, with the exception of Quebec, for which there is no national advertising contribution rate and the local 
and regional advertising contribution rate is 4% of retail sales. See Note 24 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for further information regarding advertising. 


International Operations and Franchising 


As of December 30, 2018, Wendy’s had 533 franchised restaurants in 30 countries and territories other than 
the United States and Canada. Wendy’s intends to grow its international business aggressively, yet responsibly. In 
addition to new market expansion, further development within existing markets will continue to be an important 
component of Wendy’s international strategy. In 2018, Wendy’s grew its international business by 29 net new 
restaurants. Wendy's has granted development rights in certain countries and territories listed under “Item 2. 
Properties” herein. 


Franchisees who wish to operate Wendy’s restaurants outside of the United States and Canada enter into 
agreements with Wendy’s that generally provide franchise rights for each restaurant for an initial term of 10 years or 
20 years, depending on the country, and typically include a 10-year renewal provision, subject to certain conditions. 
The agreements grant a license to the franchisee to use the Wendy’s trademarks and know-how in the operation of a 
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Wendy’s restaurant at a specified location. Generally, the franchisee pays Wendy’s an initial technical assistance fee or 
other per restaurant fee and monthly fees based on a percentage of gross monthly sales of each restaurant. In certain 
foreign markets, Wendy’s may grant the franchisee exclusivity to develop a territory in exchange for the franchisee 
undertaking to develop a specified number of new Wendy’s restaurants in the territory based on a negotiated 
schedule. In these instances, the franchisee generally pays Wendy’s an upfront development fee, annual development 
fees or a per restaurant development fee. In certain circumstances, Wendy's may grant a franchisee the right to 
sub-franchise in a stated territory, subject to certain conditions. 


Wendy’s also continually evaluates non-franchise opportunities for development of Wendy’s restaurants in 
other international markets, including through joint ventures with third parties and opening Company-operated 
restaurants. 


General 
Governmental Regulations 


Various state laws and the Federal Trade Commission regulate Wendy’s franchising activities. The Federal 
Trade Commission requires that franchisors make extensive disclosure to prospective franchisees before the execution 
of a franchise agreement. Several states require registration and disclosure in connection with franchise offers and sales 
and have “franchise relationship laws” that limit the ability of franchisors to terminate franchise agreements or 
withhold consent to the renewal or transfer of these agreements. In addition, Wendy’s and its franchisees must 
comply with the federal Fair Labor Standards Act and similar state and local laws, the Americans with Disabilities Act 
(the “ADA”), which requires that all public accommodations and commercial facilities meet federal requirements 
related to access and use by disabled persons, and various state and local laws governing matters that include, for 
example, the handling, preparation and sale of food and beverages, the provision of nutritional information on menu 
boards, minimum wages, overtime and other working and safety conditions. Compliance with the ADA requirements 
could require removal of access barriers and non-compliance could result in imposition of fines by the United States 
government or an award of damages to private litigants. We do not believe that costs relating to compliance with the 
ADA will have a material adverse effect on the Company’s consolidated financial position or results of operations. We 
cannot predict the effect on our operations, particularly on our relationship with franchisees, of any pending or future 
legislation or regulations. 


Legal and Environmental Matters 


The Company’s past and present operations are governed by federal, state and local environmental laws and 
regulations concerning the discharge, storage, handling and disposal of hazardous or toxic substances. These laws and 
regulations provide for significant fines, penalties and liabilities, sometimes without regard to whether the owner or 
operator of the property knew of, or was responsible for, the release or presence of the hazardous or toxic substances. 
In addition, third parties may make claims against owners or operators of properties for personal injuries and property 
damage associated with releases of hazardous or toxic substances. We cannot predict what environmental legislation or 
regulations will be enacted in the future or how existing or future laws or regulations will be administered or 
interpreted. We similarly cannot predict the amount of future expenditures that may be required to comply with any 
environmental laws or regulations or to satisfy any claims relating to environmental laws or regulations. We believe 
that our operations comply substantially with all applicable environmental laws and regulations. Accordingly, the 
environmental matters in which we are involved generally relate either to properties that our subsidiaries own, but on 
which they no longer have any operations, or properties that we or our subsidiaries have sold to third parties, but for 
which we or our subsidiaries remain liable or contingently liable for any related environmental costs. Our Company- 
operated restaurants have not been the subject of any material environmental matters. Based on currently available 
information, including defenses available to us and/or our subsidiaries, and our current reserve levels, we do not 
believe that the ultimate outcome of the environmental matters in which we are involved will have a material adverse 
effect on our consolidated financial position or results of operations. 


The Company is involved in litigation and claims incidental to our current and prior businesses. We provide 
accruals for such litigation and claims when payment is probable and reasonably estimable. We believe we have 
adequate accruals for continuing operations for all of our legal and environmental matters, including the accrual that 
we recorded for the legal proceedings related to a cybersecurity incident as described in Note 23 of the Financial 
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Statements and Supplementary Data contained in Item 8 herein. See Note 11 of the Financial Statements and 
supplementary Data contained in Item 8 herein for further information on the accrual. We cannot estimate the 
aggregate possible range of loss for various reasons, including, but not limited to, many proceedings being in 
preliminary stages, with various motions either yet to be submitted or pending, discovery yet to occur and/or 
significant factual matters unresolved. In addition, most cases seek an indeterminate amount of damages and many 
involve multiple parties. Predicting the outcomes of settlement discussions or judicial or arbitral decisions is thus 
inherently difficult and future developments could cause these actions or claims, individually or in aggregate, to have a 
material adverse effect on the Company’s financial condition, results of operations or cash flows for a particular 
reporting period. 


Employees 


As of December 30, 2018, the Company had approximately 12,500 employees, including approximately 1,150 
salaried employees and approximately 11,350 hourly employees. We believe that our employee relations are 
satisfactory. 


Item 1A. Risk Factors. 


We wish to caution readers that in addition to the important factors described elsewhere in this Form 10-K, we 
have included below the most significant factors that have affected, or in the future could affect, our actual results and 
could cause our actual consolidated results during fiscal 2019, and beyond, to differ materially from those expressed in 
any forward-looking statements made by us or on our behalf. 


Our success depends in part upon the continued succession and retention of certain key personnel. 


We believe that over time our success has been dependent to a significant extent upon the efforts and abilities of 
our senior management team. The failure by us to retain members of our senior management team in the future could 
adversely affect our ability to build on the efforts we have undertaken to increase the efficiency and profitability of our 
business. 


During 2018, the Company and Chief Information Officer David G. Trimm completed an effective succession 
process in connection with Mr. Trimm’s retirement from the Company. Mr. Trimm transitioned his restaurant 
technology responsibilities to Robert D. Wright, Executive Vice President and Chief Operations Officer, his 
enterprise technology responsibilities to Gunther Plosch, Chief Financial Officer, and his digital technology 
responsibilities to Laura Titas, Chief Digital Experience Officer. Ms. Titas joined the Company in December 2018 
and serves on the Company’s senior leadership team, reporting to Kurt A. Kane, Executive Vice President and Chief 
Concept and Marketing Officer. 


Competition from other restaurant companies, as well as grocery chains and other retail food outlets, or poor customer 
experience at Wendy’s restaurants, could hurt our brand. 


The market segments in which Company-operated and franchised Wendy’s restaurants compete are highly 
competitive with respect to, among other things, price, food quality and presentation, service, location, convenience, 
and the nature and condition of the restaurant facility. If customers have a poor experience at a Wendy’s restaurant, 
whether at a Company-operated or franchised restaurant, we may experience a decrease in guest traffic. Further, 
Wendy’s restaurants compete with a variety of locally-owned restaurants, as well as competitive regional and national 
chains and franchises. Several of these chains compete by offering menu items that are targeted at certain consumer 
groups or dietary trends. Additionally, many of our competitors have introduced lower cost, value meal menu options, 
and have employed marketing strategies that include frequent use of price discounting (including through the use of 
coupons and other offers), frequent promotions and heavy advertising expenditures. Our revenues and those of our 
franchisees may be hurt by this product and price competition. 


Moreover, new companies, including operators outside the quick-service restaurant industry, may enter our 
market areas and target our customer base. For example, additional competitive pressures for prepared food purchases 
have come from deli sections and in-store cafes of a number of major grocery store chains, as well as from convenience 
stores and casual dining outlets. Such competitors may have, among other things, lower operating costs, better 
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locations, better facilities, better management, better products, more effective marketing and more efficient 
operations. Many of our competitors have substantially greater financial, marketing, personnel and other resources 
than we do, which may allow them to react to changes in pricing and marketing strategies in the quick-service 
restaurant industry better than we can. Many of our competitors spend significantly more on advertising and 
marketing than we do, which may give them a competitive advantage through higher levels of brand awareness among 
consumers. 


Wendy’s also competes with grocery chains and other retail outlets which sell food that will be prepared at 
home. Competition with these chains and other outlets has increased as the gap between the price of food at home 
compared to the price of food purchased at restaurants has widened. This increased product and price competition 
could put deflationary pressure on the selling price of products offered at Wendy’s restaurants. 


All such competition may adversely affect our revenues and profits by reducing revenues of Company-operated 
restaurants and royalty revenue from franchised restaurants. 


Changes in consumer tastes and preferences, and in discretionary consumer spending, could result in a decline in sales 
at Company-operated restaurants and in the royalties that we receive from franchisees. 


The quick-service restaurant industry is often affected by changes in consumer tastes, national, regional and 
local economic conditions, discretionary spending priorities, demographic trends, traffic patterns and the type, 
number and location of competing restaurants. Our success depends to a significant extent on discretionary consumer 
spending, which is influenced by general economic conditions and the availability of discretionary income. 
Accordingly, we may experience declines in sales during economic downturns. Any material decline in the amount of 
discretionary spending or a decline in consumer food-away-from-home spending could hurt our revenues, results of 
operations, business and financial condition. If Company-operated and franchised restaurants are unable to adapt to 
changes in consumer preferences and trends, Company-operated and franchised restaurants may lose customers and 
the resulting revenues from Company-operated restaurants and the royalties that we receive from franchisees may 
decline. 


Disruptions in the national and global economies may adversely impact our revenues, results of operations, business 
and financial condition. 


Disruptions in the national and global economies could result in higher unemployment rates and declines in 
consumer confidence and spending. If such disruptions occur, they may result in significant declines in consumer 
food-away-from-home spending and customer traffic in our restaurants and those of our franchisees. There can be no 
assurance that government responses to economic disruptions will restore consumer confidence. Ongoing disruptions 
in the national and global economies may adversely impact our revenues, results of operations, business and financial 
condition. 


Changes in commodity costs (including beef, chicken, pork, cheese and grains), supplies, fuel, utilities, distribution and 
other operating costs could adversely affect our results of operations. 


Our profitability depends in part on our ability to anticipate and react to changes in commodity costs 
(including beef, chicken, pork, cheese and grains), supplies, fuel, utilities, distribution and other operating costs. 
Commodity cost pressures, and any increase in these costs, especially beef or chicken prices, could adversely affect 
future operating results. In addition, our business is susceptible to increases in these costs as a result of other factors 
beyond our control, such as weather conditions, global demand, food safety concerns, product recalls and government 
regulations. Further, prices for feed ingredients used to produce beef, chicken and pork could be adversely affected by 
changes in global weather patterns, which are inherently unpredictable, and by federal ethanol policy. Increases in 
gasoline prices could result in the imposition of fuel surcharges by our distributors, which would increase our costs. 
Significant increases in expenses incurred by consumers, such as living expenses or gasoline prices, could also result in 
a decrease in customer traffic at our restaurants, which could adversely affect our business. We cannot predict whether 
we will be able to anticipate and react to changing food costs by adjusting our purchasing practices and menu prices, 
and a failure to do so could adversely affect our operating results. In addition, we may not seek to or be able to pass 
along price increases to our customers. 
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Shortages or interruptions in the supply or distribution of perishable food products could damage the Wendy’s brand 
reputation and adversely affect our sales and operating results. 


Wendy’s and its franchisees are dependent on frequent deliveries of perishable food products that meet brand 
specifications. Shortages or interruptions in the supply of perishable food products caused by unanticipated demand, 
problems in production or distribution, disease or food-borne illnesses, inclement weather or other conditions could 
adversely affect the availability, quality and cost of ingredients, which could lower our revenues, increase operating 
costs, damage brand reputation and otherwise harm our business and the businesses of our franchisees. 


As of December 30, 2018, four independent processors (five total production facilities) supplied all of Wendy’s 
beef in the United States and six independent processors (12 total production facilities) supplied all of Wendy’s 
chicken in the United States. In addition, Wendy’s had one main in-line distributor of food, packaging and beverage 
products, excluding produce and breads, that serviced approximately 41% of its Company-operated and franchised 
restaurants and six additional in-line distributors that, in the aggregate, serviced approximately 55% of its Company- 
operated and franchised restaurants. 


Wendy’s and its franchisees have not experienced any material shortages of food, equipment, fixtures or other 
products that are necessary to maintain restaurant operations. Wendy’s anticipates no such shortages of products and 
believes that alternate suppliers and distribution sources are available. However, if a disruption of service from any of 
our key suppliers or distributors was to occur, we could experience short-term increases in our costs while supply and 
distribution channels were adjusted, and there can be no assurance that we will be able to identify or negotiate with 
such suppliers or distributors on terms that are commercially reasonable to us. 


Food safety events, including instances of food-borne illness (such as salmonella or E. coli) involving Wendy’s, its 
supply chain or other food service companies, could create negative publicity and adversely affect sales and operating 
results. 


Food safety is a top priority, and we dedicate substantial resources to ensure that our customers enjoy safe, 
quality food products. However, food safety events, including instances of food-borne illness (such as salmonella or E. 
coli), have occurred in the food industry in the past, and could occur in the future. Food safety events could adversely 
affect the price and availability of beef, chicken or other food products. As a result, Wendy’s restaurants could 
experience a significant increase in food costs if there are food safety events, whether or not such events involve 
Wendy’s restaurants or restaurants of competitors. 


In addition, food safety events, whether or not involving Wendy’s, could result in negative publicity for 
Wendy’s or for the industry or market segments in which we operate. This negative publicity, as well as any other 
negative publicity concerning types of food products Wendy’s serves, may reduce demand for Wendy’s food and 
could result in a decrease in guest traffic to our restaurants as consumers shift their preferences to our competitors or 
to other products or food types. A decrease in guest traffic to our restaurants as a result of these health concerns or 
negative publicity could result in a decline in sales and operating results at Company-operated restaurants or in 
royalties from sales at franchised restaurants. 


Consumer concerns regarding the nutritional aspects of beef; chicken, french fries or other products we sell, concerns 
regarding the ingredients in our products and/or the cooking processes used in our restaurants, or concerns regarding 
the effects of disease outbreaks, epidemics or pandemics could affect demand for our products. 


Consumer concerns regarding the nutritional aspects of beef, chicken, french fries or other products we sell, 
concerns regarding the ingredients in our products and/or the cooking processes used in our restaurants, or concerns 
regarding the effects of disease outbreaks, epidemics or pandemics could result in less demand for our products and a 
decline in sales at Company-operated restaurants and in royalties from sales at franchised restaurants. 


Increased use of social media could create and/or amplify the effects of negative publicity and adversely affect sales and 
operating results. 


Events reported in the media, including social media, whether or not accurate or involving Wendy’s, could 
create and/or amplify negative publicity for Wendy’s or for the industry or market segments in which we operate. 
These and other types of social media risks could reduce demand for Wendy’s food and result in a decrease in guest 
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traffic to our restaurants as consumers shift their preferences to our competitors or to other products or food types. A 
decrease in guest traffic to our restaurants as a result of negative publicity created or amplified by social media could 
result in a decline in sales and operating results at Company-operated restaurants or in royalties from sales at 
franchised restaurants. Social media risks could also arise from Company or franchise employees not following defined 
policies for the use of social media during business operations, or actions taken by Company or franchise employees 
during personal activities outside of their employment, but which could still reflect negatively on the Wendy’s brand. 


Growth of our restaurant business is dependent to a large extent on new restaurant openings, which may be affected by 
factors beyond our control. 


Our restaurant business derives earnings from sales at Company-operated restaurants, franchise royalties 
received from franchised restaurants and franchise fees from franchise restaurant operators for each new unit opened. 
Growth in our restaurant revenues and earnings is dependent to a large extent on new restaurant openings. Numerous 
factors beyond our control may affect restaurant openings. These factors include but are not limited to: 


* our ability to attract new franchisees; 

¢ the availability of site locations for new restaurants; 

¢ the ability of potential restaurant owners to obtain financing; 

¢ the ability of restaurant owners to hire, train and retain qualified operating personnel; 

* construction and development costs of new restaurants, particularly in highly-competitive markets; 


¢ the ability of restaurant owners to secure required governmental approvals and permits in a timely manner, or 
at all; and 


¢ adverse weather conditions. 


Wendy’s franchisees could take actions that could harm our business. 


As of December 30, 2018, approximately 95% of restaurants in the Wendy’s system were operated by 
franchisees. Wendy’s franchisees are contractually obligated to operate their restaurants in accordance with the 
standards set forth in our franchise and other agreements with them. Wendy’s also provides training and support to 
franchisees. However, franchisees are independent third parties that we do not control, and franchisees own, operate 
and oversee the daily operations of their restaurants. Specifically, franchisees are solely responsible for developing and 
utilizing their own policies and procedures, making their own hiring, firing and disciplinary decisions, scheduling 
hours and establishing wages, and managing their day-to-day employment processes and procedures, all of which is 
done independent of Wendy’s and in compliance with all applicable laws, rules or regulations. Further, franchisees 
have discretion as to the prices charged to customers. As a result, the ultimate success and quality of any franchise 
restaurant rests with the franchisee. If franchisees do not successfully operate their restaurants in a manner consistent 
with required standards, then royalty payments to us could be adversely affected and the brand’s image and reputation 
could be harmed, both of which in turn could hurt our business and operating results. In addition, the failure of 
franchisees to adequately engage in succession planning may affect their restaurant operations and development of 
new Wendy’s restaurants, which in turn could hurt our business and operating results. 


Our success depends on franchisees’ participation in brand strategies and the ability of our system to respond and 
adapt to market changes. 


Wendy’s franchisees are an integral part of our business. Wendy’s may be unable to successfully implement the 
strategies that we believe are necessary for future growth if franchisees do not participate in the implementation of 
those strategies. Our business and operating results could be adversely affected if a significant number of franchisees 
do not participate in brand strategies, such as new restaurant development, Image Activation and digital commerce 
platforms and technologies. In addition, Wendy’s current franchise model, and the way our brand strategies are 
executed across the Wendy’s system, may make it difficult for the Wendy’s brand to respond and adapt to the speed 
of change in technology, consumer preferences, the regulatory environment or other external factors as quickly as may 
be required to maintain and grow market share and remain competitive. 
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Our Image Activation program may not positively affect sales at Company-operated restaurants and franchised 
restaurants or improve our results of operations, and franchisees may not participate in the Image Activation program 
to the extent expected by the Company. 


The Company and its franchisees reimaged 401 North America system restaurants and built 159 global 
restaurants in 2018. As of December 30, 2018, the global Wendy’s system had 50% of restaurants on the new image. 
The Company has plans for significantly more new and reimaged Company and franchisee restaurants in 2019 and 
beyond. 


In order to promote new restaurant development, Wendy’s has an incentive program for franchisees that 
provides for reductions in royalty and national advertising payments for up to the first two years of operation for 
qualifying new restaurants opened by December 31, 2020, with the value of the incentives declining in the later years 
of the program. In August 2018, Wendy’s announced a new restaurant development incentive program that provides 
for incremental reductions in royalty and national advertising payments for up to the first two years of operation for 
qualifying new restaurants for existing franchisees that sign up for the program and commit to incremental 
development of new Wendy’s restaurants under a new development agreement by July 1, 2019. Wendy’s also 
provides franchisees with the option of an early 20-year renewal of their franchise agreement upon completion of 
reimaging utilizing certain approved Image Activation remodel designs. 


The Company’s Image Activation program may not positively affect sales at Company-operated restaurants or 
improve our results of operations. There can be no assurance that sales at participating franchised restaurants will 
achieve or maintain projected levels or that after giving effect to the incentives provided to franchisees the Company’s 
results of operations will improve. There can also be no assurance that franchisees will participate in the Image 
Activation program to the extent expected by the Company. 


Further, it is possible that Wendy’s may provide other financial incentives to franchisees to participate in the 
Image Activation program. These incentives could also result in additional expense and/or a reduction in royalties or 
other revenues received from franchisees in the future. If Wendy’s provides additional incentives to franchisees related 
to financing of the Image Activation program, Wendy’s may incur costs related to loan guarantees, interest rate 
subsidies and/or costs related to collectability of loans. 


In addition, approximately 95% of the Wendy’s system consists of franchised restaurants. Many of our 
franchisees will need to borrow funds in order to participate in the Image Activation program. Other than the 
incentive programs described above, Wendy’s generally does not provide franchisees with financing, although we 
continue to develop third-party financing sources for franchisees. If franchisees are unable to obtain financing at 
commercially reasonable rates, or at all, they may be unwilling or unable to invest in the reimaging of their existing 
restaurants and/or the development of new restaurants, and our future growth and results of operations could be 
adversely affected. 


Our financial results are impacted to a large extent by the operating results of franchisees. 


As of December 30, 2018, approximately 95% of the Wendy’s system consisted of franchised restaurants. We 
receive revenues in the form of royalties and national advertising funds contributions (both of which are generally 
based on a percentage of sales at franchised restaurants), as well as rent and fees from franchisees. Accordingly, a 
substantial portion of our financial results is to a large extent dependent upon the operational and financial success of 
our franchisees. If sales trends or economic conditions worsen for franchisees, their financial results may worsen and 
our royalty, national advertising funds, rent and other fee revenues may decline. In addition, our accounts receivable 
and related allowance for doubtful accounts may increase. When Company-operated restaurants with leased real estate 
are sold to franchisees, one of our subsidiaries is often required to remain responsible for lease payments for these 
restaurants to the extent that the purchasing franchisees default on their leases. During periods of declining sales and 
profitability of franchisees, the incidence of franchisee defaults for these lease payments may increase and we may be 
required to make those payments and seek recourse against the franchisee or agree to repayment terms. Additionally, 
if franchisees fail to renew their franchise agreements, or if we decide to restructure franchise agreements to induce 
franchisees to renew these agreements, then our royalty revenues may decrease. Further, we may decide from time to 
time to acquire restaurants from franchisees that experience significant financial hardship, which may reduce our cash 
and cash equivalents. 
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Wendy’s may be unable to manage effectively the acquisition and disposition of restaurants, or successfully implement 
other strategic initiatives, which could adversely affect our business and financial results. 


Wendy’s has from time to time acquired Wendy’s restaurants from, and sold Wendy’s restaurants to, 
franchisees. Wendy’s will continue to evaluate strategic acquisitions of franchised restaurants and strategic dispositions 
of Company-operated restaurants to existing and new franchisees. The success of these transactions is dependent upon 
many factors, such as the availability of sellers and buyers, the availability of financing, and the ability to negotiate 
transactions on terms deemed acceptable. In addition, the operations of restaurants that are acquired from or sold to 
franchisees may not be integrated successfully, and the intended benefits of such transactions may not be realized. 
Acquisitions of franchised restaurants pose various risks to Wendy’s business operations, including: 


¢ diversion of management’s attention to the integration of acquired restaurant operations; 

* increased operating expenses and the inability to achieve expected cost savings and operating efficiencies; 
* exposure to liabilities arising out of prior operations of acquired restaurants; and 

¢ the assumption of long-term, non-cancelable leases. 


Engaging in acquisitions and dispositions also places increased demands on Wendy’s operational and financial 
management resources and may require us to continue to expand these resources. If Wendy’s is unable to manage the 
acquisition and disposition of restaurants effectively, our business and financial results could be adversely affected. 


In addition, Wendy’s from time to time evaluates and may pursue other opportunities for growth through new 
and existing franchise partners, joint venture investments, expansion of our brand through other opportunities and 
strategic mergers, acquisitions and divestitures. These strategic initiatives involve various inherent risks, including, 
without limitation, general business risk, integration and synergy risk, market acceptance risk and risks associated with 
the potential distraction of management. Strategic transactions may not ultimately create value for us or our 
stockholders and may harm our reputation and materially adversely affect our business, financial condition and results 
of operations. 


Current restaurant locations may become unattractive, and attractive new locations may not be available for a 
reasonable price, if at all. 


The success of any restaurant depends in substantial part on its location. There can be no assurance that our 
current restaurant locations will continue to be attractive as demographic patterns change. Neighborhood or 
economic conditions where our restaurants are located could decline in the future, resulting in potentially reduced 
sales in those locations. In addition, rising real estate prices in some areas may restrict our ability and the ability of 
franchisees to purchase or lease new desirable locations. If desirable locations cannot be obtained at reasonable prices, 
or at all, Wendy’s ability to execute our growth strategies could be adversely affected. 


Wendy’s leasing and ownership of significant amounts of real estate exposes it to possible liabilities and losses, 
including liabilities associated with environmental matters. 


As of December 30, 2018, Wendy’s leased or owned the land and/or the building for 353 Company-operated 
Wendy’s restaurants. Wendy’s also owned 516 and leased 1,279 properties that were either leased or subleased 
principally to franchisees as of December 30, 2018. Accordingly, we are subject to all of the risks associated with 
leasing and owning real estate. In particular, the value of our real property assets could decrease, and costs could 
increase, because of changes in the investment climate for real estate, demographic trends, supply or demand for the 
ownership and operation of the restaurants (which may be impacted by competition from similar restaurants in the 
area) and liability for environmental matters. 


Wendy’s is subject to federal, state and local environmental, health and safety laws and regulations concerning 
the discharge, storage, handling, release and disposal of hazardous or toxic substances. These environmental laws 
provide for significant fines, penalties and liabilities, sometimes without regard to whether the owner, operator or 
occupant of the property knew of, or was responsible for, the release or presence of the hazardous or toxic substances. 
Third parties may also make claims against owners, operators or occupants of properties for personal injuries and 
property damage associated with releases of, or actual or alleged exposure to, such substances. A number of our 
restaurant sites were formerly gas stations or are adjacent to current or former gas stations, or were used for other 
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commercial activities that can create environmental impacts. We may also acquire or lease these types of sites in the 
future. We have not conducted a comprehensive environmental review of all of our properties. We may not have 
identified all of the potential environmental liabilities at our leased and owned properties, and any such liabilities 
identified in the future could cause us to incur significant costs, including costs associated with litigation, fines or 
clean-up responsibilities. In addition, we cannot predict what environmental legislation or regulations will be enacted 
in the future or how existing or future laws or regulations will be administered or interpreted. We cannot predict the 
amount of future expenditures that may be required in order to comply with any environmental laws or regulations or 
to satisfy any such claims. See “Item 1. Business - General - Legal and Environmental Matters” for additional 
information. 


Wendy’s leases real property generally for initial terms of 15 to 20 years with one or more options to extend the 
term of the leases in consecutive five-year increments. Many leases provide that the landlord may increase the rent 
over the term of the lease and any renewals of the term. Most leases require us to pay all of the costs of insurance, 
taxes, maintenance and utilities. We generally cannot cancel these leases prior to the expiration of their term. If an 
existing or future restaurant is not profitable, and we decide to close it, we may nonetheless be committed to perform 
our obligations under the applicable lease including, among other things, paying the base rent for the balance of the 
lease term. In addition, as each lease expires, we may fail to negotiate additional renewals or renewal options, either on 
commercially acceptable terms or at all, which could cause us to close restaurants in desirable locations. 


Due to the concentration of Wendy’s restaurants in particular geographic regions, our business results could be 
impacted by the adverse economic conditions prevailing in those regions. 


As of December 30, 2018, we and our franchisees operated Wendy’s restaurants in all 50 states, the District of 
Columbia and 31 foreign countries and territories. As of December 30, 2018 and as detailed in “Item 2. Properties,” 
the eight leading states by number of operating units were: Florida, Ohio, Texas, Georgia, California, Pennsylvania, 
North Carolina and Michigan. This geographic concentration can cause economic conditions in particular areas of 
the country to have a disproportionate impact on our overall results of operations, regardless of the state of the 
national economy as a whole. It is possible that adverse economic conditions in states or regions that contain a high 
concentration of Wendy’s restaurants could have a material adverse impact on our results of operations in the future. 


Our operations are influenced by adverse weather conditions. 


Weather, which is unpredictable, can adversely impact Wendy’s restaurant operations. Harsh weather 
conditions that keep customers from dining out can result in lost sales and revenues for our restaurants. A heavy 
snowstorm in the Northeast or Midwest or a hurricane in the Southeast can shut down an entire metropolitan area, 
resulting in a reduction in sales in that area. Our first quarter includes winter months and historically has a lower level 
of sales at Company-operated restaurants. Because a significant portion of our restaurant operating costs is fixed or 
semi-fixed in nature, the loss of sales during these periods hurts our operating margins and can result in restaurant 
operating losses. For these reasons, a quarter-to-quarter comparison may not be a good indication of Wendy’s 
performance or how we may perform in the future. 


Our business could be hurt by increased labor costs or labor shortages. 


Labor is a primary component in the cost of operating our restaurants. We devote significant resources to 
recruiting and training our managers and hourly employees. Increased labor costs due to competition, increased 
minimum wage or employee benefits costs (including various federal, state and local actions to increase minimum 
wages), unionization activity or other factors would adversely impact our cost of sales and operating expenses. In 
addition, Wendy’s success depends on our ability to attract, motivate and retain qualified employees, including 
restaurant managers and staff, and our inability to do so could adversely affect our results of operations. 


Complaints or litigation may hurt the Wendy’s brand. 


Wendy’s customers from time to time file complaints or lawsuits against us alleging that we are responsible for 
an illness or injury they suffered at or after a visit to a Wendy’s restaurant, or alleging that there was a problem with 
food quality or operations at a Wendy’s restaurant. We are also subject to a variety of other claims arising in the 
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ordinary course of our business, including personal injury claims, contract claims, claims from franchisees and claims 
alleging violations of federal and state law regarding workplace and employment matters, discrimination and similar 
matters, including class action lawsuits related to these matters. Regardless of whether any claims against us are valid 
or whether we are found to be liable, claims may be expensive to defend and may divert management’s attention away 
from operations and hurt our performance. We believe we have adequate accruals for continuing operations for all of 
our legal and environmental matters, including the accrual that we recorded for the legal proceedings related to a 
cybersecurity incident as described in Note 23 of the Financial Statements and Supplementary Data contained in 
Item 8 herein. See Note 11 of the Financial Statements and Supplementary Data contained in Item 8 herein for 
further information on the accrual. We cannot estimate the aggregate possible range of loss due to most proceedings 
being in preliminary stages, with various motions either yet to be submitted or pending, discovery yet to occur, and 
significant factual matters unresolved. In addition, most cases seek an indeterminate amount of damages and many 
involve multiple parties. Predicting the outcomes of settlement discussions or judicial or arbitral decisions are thus 
inherently difficult. Insurance policies contain customary limitations, conditions and exclusions that can affect the 
amount of insurance proceeds ultimately received. A judgment significantly in excess of our insurance coverage for 
any claims could materially adversely affect our financial condition or results of operations. Further, adverse publicity 
resulting from these claims may hurt us and our franchisees. 


Additionally, the restaurant industry has been subject to a number of claims alleging that the menus and actions 
of restaurant chains have contributed to the obesity or otherwise adversely impacted the health of certain of their 
customers. Adverse publicity resulting from these allegations may harm the reputation of our restaurants, even if the 
allegations are not directed against our restaurants or are not valid, and even if we are not found liable or the concerns 
relate only to a single restaurant or a limited number of restaurants. Moreover, complaints, litigation or adverse 
publicity experienced by one or more of Wendy’s franchisees could also hurt our business as a whole. 


We may be unable to adequately protect our intellectual property, which could harm the value of the Wendy’s brand 
and hurt our business. 


Our intellectual property is material to the conduct of our business. We rely on a combination of trademarks, 
copyrights, service marks, trade secrets and similar intellectual property rights to protect our brand and other 
intellectual property. The success of our business strategy depends, in part, on our continued ability to use our 
existing trademarks and service marks to increase brand awareness and further develop our branded products in both 
existing and new markets. If our efforts to protect our intellectual property are not adequate, or if any third party 
misappropriates or infringes on our intellectual property, the value of our brand may be harmed, which could have a 
material adverse effect on our business, including the failure of our brand to achieve and maintain market acceptance. 
This could harm our image, brand or competitive position and, if we commence litigation to enforce our rights, cause 
us to incur significant legal fees. 


We franchise the Wendy’s brand to various franchisees. While we try to ensure that the quality of our brand is 
maintained by all of our franchisees, we cannot ensure that franchisees will not take actions that hurt the value of our 
intellectual property or the reputation of the Wendy’s brand or restaurant system. 


We have registered certain trademarks and have other trademark registrations pending in the United States and 
certain foreign jurisdictions. The trademarks that we currently use have not been registered in all of the countries 
outside of the United States in which we do business or may do business in the future and may never be registered in 
all of these countries. We cannot ensure that all of the steps we have taken to protect our intellectual property in the 
United States and foreign countries will be adequate. The laws of some foreign countries do not protect intellectual 
property rights to the same extent as the laws of the United States. 


In addition, we cannot ensure that third parties will not bring infringement claims against us in the future. Any 
such claim, whether or not it has merit, could be time-consuming, result in costly litigation, cause delays in 
introducing new menu items, require costly modifications to advertising and promotional materials or require us to 
enter into royalty or licensing agreements. As a result, any such claim could harm our business and cause a decline in 
our results of operations and financial condition. 
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Our current insurance may not provide adequate levels of coverage against claims that have been or may be filed. 


We currently maintain insurance we believe is adequate for businesses of our size and type. However, there are 
types of losses we may incur that cannot be insured against or that we believe are not economically reasonable to 
insure, such as losses due to natural disasters or acts of terrorism. In addition, we currently self-insure a significant 
portion of expected losses under workers’ compensation, general liability and property insurance programs. 
Unanticipated changes in the actuarial assumptions and management estimates underlying our reserves for these losses 
could result in materially different amounts of expense under these programs, which could harm our business and 
adversely affect our results of operations and financial condition. 


The Company currently maintains insurance coverage to address cyber incidents. Applicable insurance policies 
contain customary limitations, conditions and exclusions. There can be no assurance that the cyber policies 
maintained by the Company will cover substantially all of the Company’s costs and expenses incurred related to 
previous or future cybersecurity incidents, including those described below in this Item 1A and in Note 23 to the 
Consolidated Financial Statements contained in Item 8 herein. 


Changes in legal or regulatory requirements, including licensing approvals, franchising laws, payment card industry 
rules, overtime rules, minimum wage rates, tax legislation, federal ethanol policy and accounting standards, may 
adversely affect our existing and future operations and results, including our ability to open new restaurants. 


Each Wendy’s restaurant is subject to licensing and regulation by health, sanitation, safety and other agencies in 
the state and/or municipality in which the restaurant is located, as well as to federal laws, rules and regulations and 
requirements of non-governmental entities such as payment card industry rules. State and local government 
authorities may enact laws, rules or regulations that impact restaurant operations and the cost of conducting those 
operations. There can be no assurance that we and/or our franchisees will not experience material difficulties or 
failures in obtaining the necessary licenses or approvals for new restaurants, which could delay the opening of such 
restaurants in the future. In addition, more stringent and varied requirements of local governmental bodies with 
respect to tax, zoning, land use and environmental factors could delay or prevent development of new restaurants in 
particular locations. 


Federal laws, rules and regulations address many aspects of our business, such as franchising, federal ethanol 
policy, minimum wages and taxes. We and our franchisees are also subject to the Fair Labor Standards Act, which 
governs such matters as minimum wages, overtime and other working conditions, along with the ADA, family leave 
mandates and a variety of other state laws that govern these and other employment law matters. Changes in laws, 
rules, regulations and governmental policies, including the joint employer standard, could increase our costs and 
adversely affect our existing and future operations and results. 


Changes in accounting standards, or in the interpretation of existing standards, applicable to us could also affect 
our future results. See Note 1 to the Consolidated Financial Statements contained in Item 8 herein for a summary of 
new or amended accounting standards applicable to us. 


We do not exercise ultimate control over purchasing for our restaurant system, which could harm sales or profitability 


and the brand. 


Although we seek to ensure that all suppliers to the Wendy’s system meet quality control standards, Wendy’s 
franchisees control the purchasing of food, proprietary paper, equipment and other operating supplies from such 
suppliers through QSCC, Wendy’s independent purchasing co-op. QSCC manages, for the Wendy’s system in the 
U.S. and Canada, contracts for the purchase and distribution of food, proprietary paper, operating supplies and 
equipment under national agreements with pricing based upon total system volume. We are entitled to appoint two 
representatives (of the total of 11) on the board of directors of QSCC and participate in QSCC through our 
Company-operated restaurants, but we do not control the decisions and activities of QSCC except to require that all 
suppliers satisfy our quality control standards. If QSCC does not properly estimate the product needs of the Wendy’s 
system, makes poor purchasing decisions or decides to cease its operations, system sales and operating costs could be 
adversely affected and the results of operations and financial condition of the Company and franchisees could be 
negatively impacted. 
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Our international operations are subject to various factors of uncertainty and there is no assurance that international 
operations will be profitable. 


In addition to many of the risk factors described throughout this Item 1A, Wendy’s business outside of the 
United States is subject to a number of additional factors, including international economic and political conditions, 
risk of corruption and violations of the United States Foreign Corrupt Practices Act or similar laws of other countries, 
the inability to adapt to differing cultures or consumer preferences, inadequate brand infrastructure within foreign 
countries to support our international activities, inability to obtain adequate supplies meeting our quality standards 
and product specifications or interruptions in obtaining such supplies, restrictions on our ability to move cash out of 
certain foreign countries, currency regulations and fluctuations, diverse government regulations and tax systems, 
uncertain or differing interpretations of rights and obligations in connection with international franchise agreements, 
the collection of royalties and other fees from international franchisees, the inability to protect intellectual property 
rights, compliance with international privacy and information security laws and regulations, the availability and cost 
of land, construction costs, other legal, financial or regulatory impediments to the development and/or operation of 
new restaurants and the inability to identify, attract and retain experienced management, qualified franchisees and 
joint venture partners. Although we believe we have developed the support structure required for international 
growth, there is no assurance that such growth will occur or that international operations will be profitable. In 
addition, to the extent we invest in international Company-operated restaurants or joint ventures, we would also have 
the risk of operating losses related to those restaurants, which could adversely affect our results of operations and 
financial condition. 


There are risks associated with our increasing dependence on digital commerce platforms and technologies to maintain 
and grow sales, and we cannot predict the impact that these digital commerce platforms and technologies, other new or 
improved technologies or alternative methods of delivery may have on consumer behavior and our financial results. 


Advances in technologies and changes in consumer behavior driven by such advances could have a negative 
effect on our business. Technology and consumer offerings continue to develop, and we expect that new and 
enhanced technologies and consumer offerings will be available in the future, including those with a focus on 
restaurant modernization, restaurant technology and digital engagement and ordering. We may pursue certain of 
those technologies and consumer offerings if we believe they offer a sustainable guest proposition and can be 
successfully integrated into our business model. However, we cannot predict consumer acceptance of these digital 
platforms, delivery channels or other technologies or their impact on our business. In addition, our competitors, some 
of whom have greater resources than us, may be able to benefit from changes in technologies or consumer acceptance 
of such changes, which could harm our competitive position. There can be no assurance that we will be able to 
successfully respond to changing consumer preferences, including with respect to new technologies, or to effectively 
adjust our product mix, service offerings and marketing initiatives for products and services that address, and 
anticipate advances in, technology and market trends. If we are not able to successfully respond to these challenges, 
our business, financial condition, and operating results could be adversely affected. 


In addition, we anticipate that consumers will continue to have more options to place orders digitally, both 
domestically and internationally. Our failure to adequately invest in new technology or adapt to technological 
developments and industry trends, particularly with respect to digital commerce capabilities, could result in a loss of 
customers and related market share. If Wendy’s digital commerce platforms do not meet customers’ expectations in 
terms of security, speed, attractiveness or ease of use, customers may be less inclined to return to such digital 
commerce platforms, which could negatively impact our sales, results of operations and financial condition. 


We are heavily dependent on computer systems and information technology and any material failure, misuse, 
interruption or security breach of our computer systems, technology or social media platforms could adversely affect our 
business. 


We are significantly dependent upon our computer systems and information technology to properly conduct 
our business, including point-of-sale processing in our restaurants, management of our supply chain, collection of 
cash, payment of obligations and various other processes and procedures. Our ability to efficiently manage our 
business depends significantly on the reliability and capacity of these systems and information technology. The failure 
of these systems and information technology to operate effectively, an interruption in such systems or technology, 
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problems with maintenance, upgrading or transitioning to replacement systems, fraudulent manipulation of sales 
reporting from our franchised restaurants resulting in loss of sales and royalty payments, or a breach in security of 
these systems could be harmful and cause delays in customer service, result in the loss of data, reduce efficiency or 
cause delays in operations. Significant capital investments might be required to remediate any problems. Additionally, 
the success of certain of our strategic initiatives, including to expand our consumer-facing digital capabilities to 
connect with customers and drive growth, is highly dependent on our technology systems. Any security breach 
involving our or our franchisees’ point-of-sale or other systems could result in a loss of consumer confidence and 
potential costs associated with fraud. Also, despite our considerable efforts and technological resources to secure our 
computer systems and information technology, security breaches, such as unauthorized access and computer viruses, 
may occur, resulting in system disruptions, shutdowns or unauthorized disclosure of confidential information. A 
security breach of our computer systems or information technology could require us to notify customers, employees or 
other groups, result in adverse publicity or a loss in consumer confidence, sales and profits or cause us to incur 
penalties or other costs that could adversely affect the operation of our business and results of operations. 


As part of our marketing efforts, we rely on search engine marketing and social media platforms to attract and 
retain customers. These efforts may not be successful, and could pose a variety of other risks, including the improper 
disclosure of proprietary information, negative comments about the Wendy’s brand, exposure of personally 
identifiable information or fraud. The inappropriate use of social media vehicles by franchisees, customers or 
employees could increase our costs, lead to litigation or result in negative publicity that could damage the brand’s 
reputation. The occurrence of any such developments could have an adverse effect on our results of operations and 
financial condition. 


The occurrence of cyber incidents, or a deficiency in cybersecurity, could negatively impact our business by causing a 
disruption to our operations, a compromise of confidential information and/or damage to our employee and business 
relationships, all of which could subject us to loss and harm the Wendy’s brand. 


A cyber incident includes any adverse event that threatens the confidentiality, integrity or availability of 
information resources. More specifically, a cyber incident is an intentional attack or unintentional event that can 
include gaining unauthorized access to systems to disrupt operations, corrupt data or steal confidential information 
about customers, franchisees, vendors and employees. A number of retailers and other companies have recently 
experienced serious cyber incidents and breaches of their information technology systems. The Wendy’s system has 
also experienced unusual payment card activity at certain franchised restaurants, as further described below. As the 
Company’s reliance on technology has increased, so have the risks posed to its systems, both internal and those 
managed by third parties. Three primary risks that could result from a cyber incident include operational 
interruption, damage to our relationship with customers, franchisees and employees and exposure of private data. In 
addition to maintaining insurance coverage to address cyber incidents, the Company has also implemented processes, 
procedures and controls to help mitigate these risks. However, these measures, as well as the increased awareness of a 
risk of a cyber incident, do not guarantee that the Company’s reputation and financial results will not be adversely 
affected by such an incident. 


Because the Company and its franchisees accept electronic forms of payment from customers, the Company’s 
business requires the collection and retention of customer data, including credit and debit card numbers and other 
personally identifiable information, in various information systems that the Company and its franchisees maintain 
and in those maintained by third parties with whom the Company and its franchisees contract to provide credit card 
processing and related services. The Company also maintains important internal Company data, such as personally 
identifiable information about its employees and franchisees and information relating to its operations. The 
Company’s use of personally identifiable information is regulated by international, federal and state laws, as well as by 
certain third-party agreements. As privacy and information security laws and regulations change, the Company may 
incur additional costs to ensure that it remains in compliance with those laws and regulations. If the Company’s 
security and information systems are compromised or if its employees or franchisees fail to comply with these laws, 
regulations, or contract terms, and this information is obtained by unauthorized persons or used inappropriately, it 
could adversely affect the Company’s reputation, disrupt its operations and result in costly litigation, judgments, or 
penalties resulting from violation of applicable laws and payment card industry regulations. A cyber incident could 
also require the Company to notify customers, employees or other groups, result in adverse publicity, loss of sales and 
profits, increase fees payable to third parties and cause the Company to incur penalties or remediation and other costs 
that could adversely affect the operation of the Company’s business and results of operations. 


20 


Certain of our franchisees have experienced cybersecurity incidents. 


The Company first reported unusual payment card activity affecting some franchise-owned restaurants in 
February 2016 and that malware had been discovered on certain systems. Subsequently, on June 9, 2016, the 
Company reported that an additional malware variant had been identified and disabled. On July 7, 2016, the 
Company, on behalf of affected franchise locations, provided information about specific restaurant locations that may 
have been impacted by these attacks, all of which are located in the United States, along with support for customers 
who may have been affected by the malware variants. 


Working closely with third-party forensic experts, federal law enforcement and payment card industry contacts as part 
of its investigation, the Company determined that specific payment card information was targeted by the additional 
malware variant. This information included cardholder name, credit or debit card number, expiration date, cardholder 
verification value and service code. The Company believes the criminal cyberattacks resulted from service providers’ remote 
access credentials being compromised, allowing access, and the ability to deploy malware, to some franchisees’ point-of-sale 
systems. There has been no indication in the investigation that any Company-operated restaurants were impacted by this 
activity. The Company worked with investigators to disable the malware involved in the first attack in 2016. Soon after 
detecting the malware variant involved in the subsequent attack, the Company identified a method of disabling it and 
thereafter disabled it in all franchisee restaurants where it was discovered. The investigation confirmed that criminals used 
malware believed to have been effectively deployed on some Wendy’s franchisee systems starting in late fall 2015. 


The Company has been named as a defendant in a putative class action filed in the United States on behalf of 
customers, as well as five class actions brought by financial institutions in the United States that have been 
consolidated into a single proceeding. In addition, certain of the Company’s present and former directors, and one 
non-director executive officer of the Company, were named as defendants in putative shareholder derivative 
complaints, which have been consolidated into one action, alleging breach of fiduciary duty, waste of corporate assets, 
unjust enrichment and gross mismanagement. These civil proceedings seek damages and other relief allegedly arising 
from the cybersecurity incident. In addition, claims may also be made by payment card networks against the affected 
franchisees. These claims and investigations may adversely affect how we or our franchisees operate the business, 
divert the attention of management from the operation of the business, have an adverse effect on our reputation, 
result in additional costs and adversely affect our results of operations. 


We may be required to recognize additional asset impairment and other asset-related charges. 


We have significant amounts of long-lived assets, goodwill and intangible assets and have incurred impairment 
charges in the past with respect to those assets. In accordance with applicable accounting standards, we test for 
impairment generally annually, or more frequently if there are indicators of impairment, such as: 


* significant adverse changes in the business climate; 


* current period operating or cash flow losses combined with a history of operating or cash flow losses or a 
projection or forecast that demonstrates continuing losses associated with long-lived assets; 


* a current expectation that more-likely-than-not (i.e., a likelihood that is more than 50%) long-lived assets 
will be sold or otherwise disposed of significantly before the end of their previously estimated useful life; and 


* a significant drop in our stock price. 


Based upon future economic and capital market conditions, as well as the operating performance of our 
business, future impairment charges could be incurred. Further, as a result of our system optimization initiative, the 
Company has recorded losses on remeasuring long-lived assets to fair value upon determination that the assets will be 
leased and/or subleased to franchisees in connection with the sale or anticipated sale of Company-operated 
restaurants, and the Company may incur further losses as the Company sells additional restaurants from time to time. 


The Company and certain of its subsidiaries are subject to various restrictions, and substantially all of the assets of 
certain subsidiaries are security, under the terms of a securitized financing facility. 


On January 17, 2018, Wendy’s Funding, LLC (the “Master Issuer”), a limited-purpose, bankruptcy-remote, wholly 
owned indirect subsidiary of the Company, completed a refinancing transaction under which the Master Issuer issued Series 
2018-1 3.573% Fixed Rate Senior Secured Notes, Class A-2-I (the “Series 2018-1 Class A-2-I Notes”) with an initial 
principal amount of $450.0 million and Series 2018-1 3.884% Fixed Rate Senior Secured Notes, Class A-2-II (the 
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“Series 2018-1 Class A-2-II Notes”) with an initial principal amount of $475.0 million (collectively, the “Series 2018-1 
Class A-2 Notes”). Interest payments on the Series 2018-1 Class A-2 Notes are payable on a quarterly basis. The net 
proceeds from the sale of the Series 2018-1 Class A-2 Notes were used to redeem the Master Issuer’s outstanding Series 
2015-1 Class A-2-I Notes, to pay prepayment and transaction costs, and for general corporate purposes. 


Concurrently, the Master Issuer entered into a revolving financing facility of Series 2018-1 Variable Funding 
Senior Secured Notes, Class A-1 (the “Series 2018-1 Class A-1 Notes” and, together with the Series 2018-1 Class A-2 
Notes, the “Series 2018-1 Senior Notes”), which allows for the drawing of up to $150.0 million under the Series 
2018-1 Class A-1 Notes using various credit instruments, including a letter of credit facility. The Series 2015-1 
Class A-1 Notes were canceled on the closing date and the letters of credit outstanding against the Series 2015-1 
Class A-1 Notes were transferred to the Series 2018-1 Class A-1 Notes. The Company had no outstanding 
borrowings under its Series 2018-1 Class A-1 Notes as of December 30, 2018. 


In addition to the Series 2018-1 Senior Notes, the Master Issuer also has outstanding the Series 2015-1 4.080% 
Fixed Rate Senior Secured Notes, Class A-2-II with an initial principal amount of $900.0 million (the “Class A-2-II 
Notes”) and the Series 2015-1 4.497% Fixed Rate Senior Secured Notes, Class A-2-III with an initial principal 
amount of $500.0 million (the “Class A-2-III Notes”) (collectively, the “remaining Series 2015-1 Class A-2 Notes”) 
that were issued on June 1, 2015. The Series 2018-1 Senior Notes and the remaining Series 2015-1 Class A-2 Notes 
are collectively the “Senior Notes.” 


The Senior Notes are secured by a security interest in substantially all of the assets of the Master Issuer and certain 
other limited-purpose, bankruptcy remote, wholly-owned indirect subsidiaries of the Company that act as guarantors 
(collectively, the “Securitization Entities”), except for certain real estate assets and subject to certain limitations as set 
forth in the Senior Notes Indenture (as amended and supplemented) and the Guarantee and Collateral Agreement. The 
assets of the Securitization Entities include most of the domestic and certain of the foreign revenue-generating assets of 
the Company and its subsidiaries, which principally consist of franchise-related agreements, certain Company-operated 
restaurants, intellectual property and license agreements for the use of intellectual property. 


The Senior Notes are subject to a series of covenants and restrictions customary for transactions of this type, 
including (i) that the Master Issuer maintains specified reserve accounts to be used to make required payments in respect 
of the Senior Notes, (ii) provisions relating to optional and mandatory prepayments and the related payment of specified 
amounts, including specified make-whole payments under certain circumstances, (iii) certain indemnification payments 
in the event, among other things, the assets pledged as collateral for the Senior Notes are in stated ways defective or 
ineffective and (iv) covenants relating to recordkeeping, access to information and similar matters. The Senior Notes are 
also subject to customary rapid amortization events provided for in the Indenture, including events tied to failure to 
maintain stated debt service coverage ratios, the sum of global gross sales for specified restaurants being below certain 
levels on certain measurement dates, certain manager termination events, an event of default, and the failure to repay or 
refinance on the applicable scheduled maturity date. The Senior Notes are also subject to certain customary events of 
default, including events relating to non-payment of required interest, principal, or other amounts due on or with respect 
to the Senior Notes, failure to comply with covenants within certain time frames, certain bankruptcy events, breaches of 
specified representations and warranties, failure of security interests to be effective, and certain judgments. 


In the event that a rapid amortization event occurs under the Indenture (including, without limitation, upon an 
event of default under the Indenture or the failure to repay the securitized debt at the end of the applicable term), the 
funds available to the Company would be reduced or eliminated, which would in turn reduce our ability to operate or 
grow our business. If the Company’s subsidiaries are not able to generate sufficient cash flow to service their debt 
obligations, they may need to refinance or restructure debt, sell assets, reduce or delay capital investments or seek to 
raise additional capital. If the Company’s subsidiaries are unable to implement one or more of these alternatives, they 
may not be able to meet debt payment and other obligations. 


The Company has a significant amount of debt outstanding. Such indebtedness, along with the other contractual 
commitments of our subsidiaries, could adversely affect our business, financial condition and results of operations, as 
well as the ability of certain of our subsidiaries to meet debt payment obligations. 


As of December 30, 2018, the Company had approximately $2.8 billion of outstanding debt on its balance sheet. 
Additionally, a subsidiary of the Company has issued the Series 2018-1 Class A-1 Notes, which allows the subsidiary to 
borrow amounts from time to time on a revolving basis, up to an aggregate principal amount of $150.0 million. 
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This level of debt could have significant consequences on the Company’s future operations, including: 
¢ making it more difficult to meet payment and other obligations under outstanding debt; 


¢ resulting in an event of default if the Company’s subsidiaries fail to comply with the financial and other 
restrictive covenants contained in debt agreements, which event of default could result in all of the 
Company’s subsidiaries’ debt becoming immediately due and payable; 


e reducing the availability of the Company’s cash flow to fund working capital, capital expenditures, 
acquisitions and other general corporate purposes, and limiting the Company’s ability to obtain additional 
financing for these purposes; 


¢ subjecting the Company to the risk of increased sensitivity to interest rate increases on indebtedness with 
variable interest rates; 


e limiting the Company’s flexibility in planning for or reacting to, and increasing its vulnerability to, changes 
in the Company’s business, the industry in which it operates and the general economy; and 


¢ placing the Company at a competitive disadvantage compared to its competitors that are less leveraged. 


In addition, certain of the Company’s subsidiaries also have significant contractual requirements for the 
purchase of soft drinks. If consumer preferences change and the Company’s customers purchase fewer soft drinks than 
expected or estimated, such contractual commitments may adversely affect the financial condition of the Company. 
The Company has also provided loan guarantees to various lenders on behalf of franchisees entering into debt 
arrangements for new restaurant development and equipment financing. Certain subsidiaries also guarantee or are 
contingently liable for certain leases of their respective franchisees for which they have been indemnified. In addition, 
certain subsidiaries also guarantee or are contingently liable for certain leases of their respective franchisees for which 
they have not been indemnified. These commitments could have an adverse effect on the Company’s liquidity and 
the ability of its subsidiaries to meet payment obligations. 


The ability to meet payment and other obligations under the debt instruments of the Company’s subsidiaries 
depends on their ability to generate significant cash flows in the future. This, to some extent, is subject to general 
economic, financial, competitive, legislative, regulatory and other factors that are beyond the Company’s control. 
There can be no assurance that the Company’s business will generate cash flows from operations, or that future 
borrowings will be available to the Company under existing or any future credit facilities or otherwise, in an amount 
sufficient to enable its subsidiaries to meet their debt payment obligations and to fund other liquidity needs. If the 
Company’s subsidiaries are not able to generate sufficient cash flow to service their debt obligations, they may need to 
refinance or restructure debt, sell assets, reduce or delay capital investments, or seek to raise additional capital. If the 
Company’s subsidiaries are unable to implement one or more of these alternatives, they may not be able to meet debt 
payment and other obligations. 


In addition, the Company may incur additional indebtedness in the future. If new debt or other liabilities are 
added to the Company’s current consolidated debt levels, the related risks that the Company now faces could be 
amplified. 


The securitized financing facility imposes certain restrictions on the activities of the Company and its subsidiaries. 


The Senior Notes Indenture and the management agreement entered into between a subsidiary of the 
Company and the Indenture trustee (the “Management Agreement”) contain various covenants that limit the 
Company’s and its subsidiaries’ ability to engage in specified types of transactions. For example, the Indenture and the 
Management Agreement contain covenants that, among other things, restrict, subject to certain exceptions, the ability 
of certain subsidiaries to: 


* incur or guarantee additional indebtedness; 
¢ sell certain assets; 
* create or incur liens on certain assets to secure indebtedness; or 


* consolidate, merge, sell or otherwise dispose of all or substantially all of their assets. 
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As a result of these restrictions, the Company may not have adequate resources or flexibility to continue to 
manage the business and provide for growth of the Wendy’s system, which could have a material adverse effect on the 
Company’s future growth prospects, financial condition, results of operations and liquidity. 


To service debt and meet its other cash needs, the Company will require a significant amount of cash, which may not 
be generated by its business or available under its existing debt agreements or other sources. 


The ability of Wendy’s to make payments on, repay or refinance its debt, and any additional debt, and to fund 
planned capital expenditures, dividends and other cash needs will depend largely upon its future operating 
performance. Future performance, to a certain extent, is subject to general economic, financial, competitive, 
legislative, regulatory and other factors that are beyond our control. In addition, the ability of Wendy’s to borrow 
funds in the future to make payments on its debt will depend on the satisfaction of the covenants in the securitized 
financing facility and other debt agreements, and other agreements it may enter into in the future. Specifically, 
Wendy’s will need to maintain specified financial ratios and satisfy financial condition tests. There is no assurance 
that the Wendy’s business will generate sufficient cash flow from operations or that future borrowings will be available 
under the Company’s securitized financing facility or other debt agreements or from other sources in an amount 
sufficient to enable the Company to pay its debt or to fund its dividend and other liquidity needs. 


There can be no assurance regarding whether or to what extent the Company will pay dividends on its common stock 
in the future. 


Holders of the Company’s common stock will only be entitled to receive such dividends as the Company’s 
Board of Directors may declare out of funds legally available for such payments. Any dividends will be made at the 
discretion of the Board of Directors and will depend on the Company’s earnings, financial condition, cash 
requirements and such other factors as the Board of Directors may deem relevant from time to time. 


Because the Company is a holding company, its ability to declare and pay dividends is dependent upon cash, 
cash equivalents and short-term investments on hand and cash flows from its subsidiaries. The ability of its 
subsidiaries to pay cash dividends and/or make loans or advances to the holding company will be dependent upon 
their respective abilities to achieve sufficient cash flows after satisfying their respective cash requirements, including 
the securitized financing facility and other debt agreements, to enable the payment of such dividends or the making of 
such loans or advances. The ability of any of its subsidiaries to pay cash dividends or other payments to the Company 
will also be limited by restrictions in debt instruments currently existing or subsequently entered into by such 
subsidiaries, which is described earlier in this Item 1A. 


A substantial amount of the Company’s common stock is concentrated in the hands of certain stockholders. 


Nelson Peltz, the Company’s Chairman and former Chief Executive Officer, Peter May, the Company’s Vice 
Chairman and former President and Chief Operating Officer, and Edward Garden, a former director of the 
Company, beneficially own shares of the Company’s outstanding common stock that collectively constitute 
approximately 20% of its total voting power as of February 19, 2019. Messrs. Peltz, May and Garden may, from time 
to time, acquire beneficial ownership of additional shares of common stock. 


On December 1, 2011, the Company entered into an agreement (the “Trian Agreement”) with Messrs. Peltz, May 
and Garden, and several of their affiliates (the “Covered Persons”). Pursuant to the Trian Agreement, the Board of 
Directors, including a majority of the independent directors, approved, for purposes of Section 203 of the Delaware 
General Corporation Law (“Section 203”), the Covered Persons becoming the owners (as defined in Section 203(c)(9) of 
the DGCL) of or acquiring an aggregate of up to (and including), but not more than, 32.5% (subject to certain 
adjustments set forth in the Agreement) of the outstanding shares of the Company’s common stock, such that no such 
persons would be subject to the restrictions set forth in Section 203 solely as a result of such ownership. Certain other 
provisions of the Trian Agreement terminated when the Covered Persons’ beneficial ownership of the Company’s 
common stock decreased to less than 25% of the outstanding voting power of the Company in January 2014. 


This concentration of ownership gives Messrs. Peltz, May and Garden significant influence over the outcome of 
actions requiring stockholder approval, including the election of directors and the approval of mergers, consolidations 
and the sale of all or substantially all of the Company’s assets. They are also in a position to have significant influence 
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to prevent or cause a change in control of the Company. If in the future Messrs. Peltz, May and Garden were to 
acquire more than a majority of the Company’s outstanding voting power, they would be able to determine the 
outcome of the election of members of the Board of Directors and the outcome of corporate actions requiring 
majority stockholder approval, including mergers, consolidations and the sale of all or substantially all of the 
Company’s assets. They would also be in a position to prevent or cause a change in control of the Company. 


The Company’s certificate of incorporation contains certain anti-takeover provisions and permits our Board of 
Directors to issue preferred stock without stockholder approval and limits our ability to raise capital from affiliates. 


Certain provisions in the Company’s certificate of incorporation are intended to discourage or delay a hostile takeover 
of control of the Company. The Company’s certificate of incorporation authorizes the issuance of shares of “blank check” 
preferred stock, which will have such designations, rights and preferences as may be determined from time to time by the 
Board of Directors. Accordingly, the Board of Directors is empowered, without stockholder approval, to issue preferred 
stock with dividend, liquidation, conversion, voting or other rights that could adversely affect the voting power and other 
rights of the holders of its common stock. The preferred stock could be used to discourage, delay or prevent a change in 
control of the Company that is determined by the Board of Directors to be undesirable. Although the Company has no 
present intention to issue any shares of preferred stock, it cannot assure that it will not do so in the future. 


The Company’s certificate of incorporation prohibits the issuance of preferred stock to affiliates, unless offered 
ratably to the holders of the Company’s common stock, subject to an exception in the event that the Company is in 
financial distress and the issuance is approved by the Audit Committee of the Board of Directors. This prohibition 
limits the ability to raise capital from affiliates. 


Item 1B. Unresolved Staff Comments. 


None. 


Item 2. Properties. 


We believe that our properties, taken as a whole, are generally well maintained and are adequate for our current 
and foreseeable business needs. 


The following table contains information about our principal office facilities as of December 30, 2018: 


APPROXIMATE 
SQ. FT. OF 
ACTIVE FACILITIES FACILITIES LOCATION LAND TITLE FLOOR SPACE 
Corporate Headquarters ............ Dublin, Ohio Owned 324,025* 
Wendy’s Restaurants of Canada Inc. .. Burlington, Ontario, Canada Leased 8,917 


QSCC, the independent Wendy’s purchasing cooperative in which Wendy’s has non-controlling representation 
on the board of directors, leases 14,493 square feet of this space from Wendy’s. 


At December 30, 2018, Wendy’s and its franchisees operated 6,711 Wendy’s restaurants. Of the 353 
Company-operated Wendy’s restaurants, Wendy’s owned the land and building for 144 restaurants, owned the 
building and held long-term land leases for 145 restaurants and held leases covering land and building for 64 
restaurants. Lease terms are generally initially between 15 and 20 years and, in most cases, provide for rent escalations 
and renewal options. Certain leases contain contingent rent provisions that require additional rental payments based 
upon restaurant sales volume in excess of specified amounts. As of December 30, 2018, Wendy’s also owned 516 and 
leased 1,279 properties that were either leased or subleased principally to franchisees. Surplus land and buildings are 
generally held for sale and are not material to our financial condition or results of operations. 
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The location of Company-operated and franchised restaurants as of December 30, 2018 is set forth below. 


State Company _ Franchise 
Alabama: ikceee dis ote cose oe he crteace ee cnncie nae ayia ene etek ees pecan dr ees auras — 99 
PSN fs sc ocsais hs dy eesti teteastc aed reacties be chentus dba beehehaes ace Seat t aasestia aaa esate ead sncrdte ie ttt — 8 
AVIZONA. go6 hs Geared edb GSE aided ee Aone AGA AES e oD SN Pee oS — 98 
ATI SAS. ccc os ssatcieurdocieth deameatd hove Gedwial atrdatthw Sider xe euatedty oe cerdealgra dod aces seid Mae debe — 62 
Californias. cc 4 teks ceentee Scere weet a eve tangs Nea: oie ny ean 8 ceased ae arene Stee — 270 
CONGO 5 cee see ta aa cates esac sh nfs den ts ea ane clades at os edt aetna een ne eat a esaeeth 43 85 
CONNEC CEICUE sini d Bog a eA hese Bednar inde gls Godage EO aw ae Gada ete Gd Sed eed — 50 
Dela Wate: 22 5-osinbdntddnh toda Seana Bauch Diab de dk hdia wiedeeod SdaGedetah dt eels — 12 
12d Kosh F- aon na et 0 UO BEES CO ne OPP ne 104 409 
GeOt8la: 5h nedsieweit isan eatin hdety data ia bese eas Ane ue alee — 284 
Hlawalh. s-Sit.gdoke 4 pated aoedeede Baie did bie deed GS eS A ee 6 SD hae Keele aw phere — 9 
PA AO? atsseeeescdeaskneisa cedaeds shed erocts le aie ied salary eg ae sbesan teas ay tea lar dod ann ee aeatacte Cask dae Acicibe oe desde — 31 
MUN O45" “escsorinedsn cosh Ge bb Gets oe ace dodtala Degen de autichaeanetinien a: 4 ay bauhbdoleane lodeauict oe dyes eu etuatieeae bibs 56 138 
Widtatias 20s ca ee lee ee ae ee ae sacs aa ae ene a ee ee ee ee ee ee te = 179 
MN Wed sata setts noyent senate cena anhcatseeacesdcuat ee Seaside ohana asus, Wate lentes tsstoaeteatauaeut anes ctieatauseeetiassasintdeaette — 42 
TRAN SAS sone ran ds eepesed iie-toisa at tara dod eet deecer guage Soobaac seta basal Oe Seo caegtane dl eas Ge dey-adheseieca endes — 66 
INGHtUCKY ao :htt bocce aa bone Tea weeaee hey Lean aaa EO oad Poa eee ees bos — 143 
SOUS ANNA &ccates sds ote yee Ye haces tas 4 cola ten Gn yes ong ath sae eae as isd ata ehenaaen neha hehe des ecten art aces — 125 
IV ANIAG: ~ Sc cca coisa gh ices on anskicra acai iyatondectd santas bcuansva oan) aestet oheesstas ts ate sespateed desde ttacantagiata ninco ausiciass — 16 
Maryland is ccnd 4 tai 4 eed ie aeeaced bes Gece GR Ro eine bene a tede ee — 100 
Massachtisetts:s. <5 <9-s.iseice cnicdcue Shisha dodaietaethatcbtw Sob eae A teaoehetttreadoaiadcaednadnided eciedteeded dodshes 46 51 
Michigativsics.<< 4 uAah anngs 04 etodnee danid ate ees rien G aN ae eui an Ree Stee aaa setts — 250 
IVIITAIN CSO CAL. 5 5 ede ntesee a cecendieet aad soci ae aventie Geiatavaure ia oaae ame clans at alate he graeme ear dniaeeande a saeeahead ae ucecett — 59 
IMUISSISSUP Phi ss ecard soe: C-legicth cetera Sed Rearend ees hee act, Deke eapa oe Seki doers nena ade d e graieee Ae aSG — 95 
MUSSOUEI oe: i5-is Aiea dade 4 Rese alan aE Seda SRR SEA eek eed and dees peed — 98 
MORAN a io eisacd deta xe baad ged tee eins ine dear doe taieda hao Rea araon ed Det aeeank yeas —_ 14 
IND tas keal ccc. a fee eee as ene fide eeenerpetet cdi ota em aN Pk eee cakes Bae pak eee ced — 27 
INV Vl aa 2o af she snc toasts cratc, Ses ctes ivaccs anes Sade se datas ed ran a oe cea ates soadhin do See daca sented eves a adecid athe ated tsa — 42 
New Hampshire s j.ccisvodede:cisaiahecie veeta yee ebaedest ipbdeed seceesedadeled — 23 
New Jetsey edcci asda tcadeies disor teed toe atten Sahes pe edad diaeadnded eae — 142 
New. Mlexicor (24 eee: one foc ae ee fee a at ee a es a ee ee a oe Ba = 42 
ING VOB 2a ncttiacet tee aha eern ate. cata seta antec nsted ates ha octet eth sco aatat heya etiewin? drace a ieeadena adnan aust 47 169 
IN Orth: Cato lita; ccd coiss ch Getvin ede tek erent irs Sedat belek wcities ot Oe beteatal tan akiet Sa ee desta ae des = 258 
North: Dakota: 24cci5.oicten die etn Seas dated peed bad ode ddd nd dda es betas — 8 
ODIO: a eit ee 6 eos ole a ee ease ete yet es © oid ate talat eather een ere a cet 49 363 
Oklahoma 2.0... . ccc ce ee eee nee e teen cence een e ee eeeeeneeas — 42 
OregOW is he5 pidesulie sda need saeiey Hadid Meee e sa esa edaulne owes las aie — 40 
Pennsylvatiia: cs hesctan ead Sioa ened ENS SH OSG ee besa eee en — 258 
Rhode: Tslatid dcis ftuccsshsonstiacel chain tod tata ee dase ava dee ald Berd dada he Geatsipacia he losdetdean deve Qed 8 11 
SOuth Carolinas: 4 ite ths toate mee nae nae Neda tates be Meets Re Oe wees ates — 128 
SOUEM Pa Ota ees ea cacsetcs ccscsadyane tatepieases Aegudce Cue tane attests aise eects dhaw'sicoechag dulaeeac dP sas hits Sasagech — 8 
“WORMESSOS is cis jamie vei eediee Gagedtind death Bike Wao aA a Gales PRA eric} aed aee eden ee — 176 
NEOKAS cian tea pacte- decd sacs ep dere0h aaa caee ans eae Geeindee dap tube a Gear teas eet ea ack tees — 399 
NOGA sea tescete See fe eee aes anes and ea reget at teense tastes a ath eae aah tabdencs Geatech aut d — 83 
SV ERMAOD Ee eadccndaanascraiadaceyed o)-he seteadyaitnc snes snen thte te caleioanthe- ds seu cha cotdeuc aide oeesduansedsd hac inadeates antec ai. ateaa eae — 4 
VIFCUNA csv hsb ed eee dee MERE eae aaah EN Seles ewe da ed aditled — 221 
Washington is..0cesadeedeeee se wae Seats ie heaton eo eadedeeeadndaade es — 79 
West Vilgifilaias. caso. sauce th neh bashed Row Mae Ney ee a ee Hee OGe Le Ree eels — 69 
WISCOMSIDL, 4 524, filers tee aryey se Ses 80 Scr ke gad oR ars are See etna aside ates «estan Bale ts — 55 
WYOMING 55:5 5-8 ge eace tual Boers ad Gedna saa bns adda ws bea la eae a Qraracks'y Grave deg eed alee qua wal yogeeds — 14 
Districtof: Columbia). ce 5 esnied co bste ge-dpeind acted ketene SOSA deirad Regnier we det = 3 
Domesticsubtotal! .cdcsi44dcivediinedetd odetddee dd dadaadadadded et oindee ete 353 5,457 
Cat aa ccs dried dee Geddes us Gettin ng Degmtotn a Gndrrnat ai ape dade acy de Mod duayh Saedynere deteice bays Gabe — 368 
North America-subtotall .::002 cccned naga bodys chars Oe a Peden da Ge Paaeedn eens sea 353 5,825 
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Country/Territory Company _ Franchise 


APB ONIN sists tn: dnecardeainvelanarnd GE AGy thee tints Sad hey Geass CO BISG Aa we gees Mueemsse hs Barked aeanees tense — 8 
PAU Datandetniceie dete ora da renin baie waco eden tae Oa Re ache se ede eee dew a datoundee ates = 4 
Bahrain is-e:e-snica. dh ecictea oth dee a dee aed shed andreas eee dean “Gueebanw e Sedevigldee dts odd dyad gedaan — 12 
BaZa cast todas eerie reat eae at tees hao idee ween Go Cae Ms Oe ea Mate SURES athe ghin a ete eesoe as tals — 5 
Chile: iaibdie dk pede tine esis dale baka beR Se oaeg Rb ded be eae deb — 7 
CUlaCaG: oho 4acaouiisge ca net eee heed eee eet ee ees Bek Cheehe aia ees eee d — 1 
Dominican Republic: 4.0 cch06 24 54ic ends beeen eiisebtee die dbenidaciiesesnaeds — 13 
| Eve F100) came pte a a a ae — 6 
ElSalvad Of i.5-3-:4.5.00-deguh wanes 2 RS sd CA a RG a ek Pa eS — 24 
GOO. cscedi seen cen se PEe AR Re AREER GRRE EMRE - RETR ERE OG dea EOE e FOES — 10 
Grand Cayman Islands a. 003.6 d043 bce sees Oa Ne ee Rae a OE ea ae — 2 
Gaines s Ap bene Hine ee see eee cela Mae Maen saw ea ae Ba bb aa ee aan chat — 5 
Guatemala: .bii3 bp aka ied sae delta eee tedcbuaniad oki w ewe e eaeeg dab dad bead wade GN — 12 
| Cosas [uh 1 ie meee ee ae me eS a eer + 24 
Vth: ois Sao Soiew dda tae Re ea gece Sind canndndad Gre eee a Shy Sede ade A cece eee ade — 2 
WO eS tal y ee, 2 c4, Bcd eas helen stra taco penta ese Nae Mater ae te pans taped dO Saeco nate. Seles Heese — 80 
Jamaica 40h bete pend eh Ee eee Se eee eed ee ee Lee ed ex — 7 
JapaNitd deshcatict noe ta nots tee Gea eee roe Temes Aah peewee de ie dines Aes — 41 
KUWalt. ison eed detead eine dda dbeddaee a Ge eee Yedda goed ahead Abed attends ded — vA 
Malaysia. s.5.¢acciak dicen nate tema tee aioe RES HR Aiete e eS OE ORs Me cndenalate ahate — 14 
MexiIG0 spb te bode eae cada eded Ged ew baGee ede dba ledad Geetha d eqs bs — 21 
INew Zealatid’ .%.s:ochecse exc acs sae dauarvenae ativan testa Pd Sai Os eel aes aeons — 23 
Panama: 462-204 4.c6-04 Haas deed edad bet awd bade eed ed ed peed d edad — 8 
Philippines: Sessa ates Kula ee nc pae ci wah kag erns De he ta eee eehe salut, tte S — 50 
PueitG RICO 93 c-.5 joce-dae Hohe db Raa eGR A EG RAS EG SEN DE ee ak — 76 
ata cok ahaa haces gat ane oe ed PAS eae ke ees ee eniaee Aaa Sditeae et see — 1 
Trinidad and Tobag..c.cs-244 bb ge-eecteae ds eteaoedeee ahve eceen eget eee adiawtas od — 6 
United-Arab Emaitates’s sc sae de0g na wields Mons dew 384.8 othe 8 ack Raa ee ees dale — 17 
Veineztiel ais, bccd eh tied Wein @dure eid CEA eee ohad HOES Od Hee Geek RN — 35 
WS ..Vitotn Islands: .32.00% cau ajewteaheges ty ws Shae teed Sheedah Ge asandiaeoe es eed — 2 
International subtotal .... 0... cen een cnet teen teen ene nee — 533 
Grand total -./cscic seth hetas isin Ate Soeeagini aad 2494 A oe be el eee 353 6,358 


Item 3. Legal Proceedings. 


The Company is involved in litigation and claims incidental to our current and prior businesses. We provide 
accruals for such litigation and claims when payment is probable and reasonably estimable. The Company believes it 
has adequate accruals for continuing operations for all of its legal and environmental matters, including the accrual 
that we recorded for the legal proceedings related to a cybersecurity incident as described in Note 23 of the Financial 
Statements and Supplementary Data contained in Item 8 herein. See Note 11 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for further information on the accrual. We cannot estimate the 
aggregate possible range of loss for various reasons, including, but not limited to, many proceedings being in 
preliminary stages, with various motions either yet to be submitted or pending, discovery yet to occur and/or 
significant factual matters unresolved. In addition, most cases seek an indeterminate amount of damages and many 
involve multiple parties. Predicting the outcomes of settlement discussions or judicial or arbitral decisions is thus 
inherently difficult and future developments could cause these actions or claims, individually or in aggregate, to have a 
material adverse effect on the Company’s financial condition, results of operations, or cash flows of a particular 
reporting period. 


Item 4. Mine Safety Disclosures. 
Not applicable. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer 
Purchases of Equity Securities. 


The Company’s common stock is traded on the Nasdaq Global Select Market (“Nasdaq”) under the symbol 
“WEN.” 


The Company’s common stock is entitled to one vote per share on all matters on which stockholders are 
entitled to vote. The Company has no class of equity securities currently issued and outstanding except for its 
common stock. However, it is currently authorized to issue up to 100 million shares of preferred stock. 


During the 2017 fiscal year, the Company paid quarterly cash dividends of $0.07 per share of common stock. 
During the 2018 fiscal year, the Company paid quarterly cash dividends of $0.085 per share of common stock. 


During the first quarter of 2019, the Company declared a dividend of $0.10 per share to be paid on March 15, 
2019 to shareholders of record as of March 1, 2019. Although the Company currently intends to continue to declare 
and pay quarterly cash dividends, there can be no assurance that any additional quarterly cash dividends will be 
declared or paid or as to the amount or timing of such dividends, if any. Future dividend payments, if any, will be 
made at the discretion of our Board of Directors and will be based on such factors as the Company’s earnings, 
financial condition and cash requirements and other factors. 


As of February 19, 2019, there were approximately 24,406 holders of record of the Company’s common stock. 


The following table provides information with respect to repurchases of shares of our common stock by us and 
our “affiliated purchasers” (as defined in Rule 10b-18(a)(3) under the Exchange Act) during the fourth fiscal quarter 
of 2018: 


Issuer Repurchases of Equity Securities 


Total Number of Approximate Dollar 
Shares Purchased Value of Shares 
as Part of that May Yet Be 
Total Number of Average Price Publicly Announced Purchased Under 
Period Shares Purchased (1) Paid per Share Plan the Plan (2) 
October 1, 2018 
through 
November 4, 2018 1,605,477 $17.11 1,595,900 $128,846,202 
November 5, 2018 
through 
December 2, 2018 (3) 4,709,606 $17.49 4,708,578 $166,511,724 
December 3, 2018 
through 
December 30, 2018 (3) 1,293,013 $15.68 1,222,554 $147,416,700 
Total 7,608,096 $17.10 7,527,032 $147,416,700 


(1) Includes 81,064 shares reacquired by the Company from holders of share-based awards to satisfy certain 
requirements associated with the vesting or exercise of the respective award. The shares were valued at the average 
of the high and low trading prices of our common stock on the vesting or exercise date of such awards. 


(2 


VS 


In February 2018, our Board of Directors authorized the repurchase of up to $175.0 million of our common 
stock through March 3, 2019, when and if market conditions warrant and to the extent legally permissible. As a 
result of the 2018 accelerated share repurchase agreement (the “2018 ASR Agreement”) described below, the 
February 2018 share repurchase authorization was completed. In August 2018, our Board of Directors authorized 
an additional share repurchase program for up to $100.0 million of our common stock through December 27, 
2019, when and if market conditions warrant and to the extent legally permissible. In November 2018, the Board 
of Directors approved an increase of $120.0 million to the August 2018 authorization, resulting in a total 
authorization of $220.0 million. 
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(3) In November 2018, the Company entered into an accelerated share repurchase agreement (the “2018 ASR 
Agreement”) with a third-party financial institution to repurchase common stock as part of the Company’s 
existing share repurchase programs. Under the 2018 ASR Agreement, the Company paid the financial institution 
an initial purchase price of $75.0 million in cash and received an initial delivery of 3.6 million shares of common 
stock, representing an estimate of 85% of the total shares expected to be delivered under the 2018 ASR 
Agreement. The total number of shares of common stock ultimately purchased by the Company under the 2018 
ASR Agreement was based on the average of the daily volume-weighted average prices of the common stock 
during the term of the 2018 ASR Agreement, less an agreed upon discount. On December 18, 2018, the 
Company completed the ASR Agreement and received an additional 0.7 million shares of common stock. In 
total, 4.4 million shares were delivered under the ASR Agreement at an average purchase price of $17.18 per 
share. 


Subsequent to December 30, 2018 through February 19, 2019, the Company repurchased 1.3 million shares 
with an aggregate purchase price of $21.5 million, excluding commissions. In February 2019, our Board of Directors 
authorized the repurchase of up to $225.0 million of our common stock through March 1, 2020, when and if market 
conditions warrant and to the extent legally permissible. In connection with the February 2019 share repurchase 
authorization, the November 2018 authorization was canceled. 
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Item 6. Selected Financial Data. 


The following selected financial data has been derived from our consolidated financial statements. The data set 
forth below should be read in conjunction with “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations” and our consolidated financial statements and notes thereto. 


Year Ended (1) (2) (3) 


2018 2017 2016 2015 2014 
~~ (In millions, except per share amounts) ~~ 
Sales(4)), cecca cava thicmaa tae eteed areca aes $ 651.6 $ 622.8 $ 920.8 $1,438.8  $1,608.5 
Franchise royalty revenue and fees (4) .......... 409.0 410.5 371.5 344.5 322 
Franchise rental income (4) ...........0000008 203.3 190.1 143.1 87.0 68.0 
Advertising funds revenue ...............-004 326.0 — — — — 
REVENUES sodie djs hei ede doedecn Garage & acehns 1,589.9 1,223.4 1,435.4 1,870.3 1,998.5 
Cost of sales:(4).(5) snide saeiwes taka vad aeden 548.6 517.9 752.1 1,194.5 1,364.4 
Advertising funds expense ................0004 321.9 — — — — 
System optimization losses (gains), net (6) ...... (0.5) 39.1 (71.9) (74.0) (91.5) 
Reorganization and realignment costs (7) ....... 9.1 22.6 10.1 21.9 31.9 
Impairment of long-lived assets (8) ............ 4.7 4.1 16.2 25.0 19.6 
Operating profit ..... 0... cee eee eee 249.9 214.8 314.8 274.5 242.6 
Loss on early extinguishment of debt (9) ........ (11.5) — — (7.3) — 
Investment income, net (10) ..............00. 450.7 27 0.7 52.2 1.2 
(Provision for) benefit from income taxes (11) ... (114.8) 93.0 (72.1) (94.1) (76.1) 
Income from continuing operations ........... 460.1 194.0 129.6 140.0 116.4 
Net income from discontinued operations ...... — — — 21.1 5.0 
IN€t InGOME 3.64.5. Kee heedie eealob dee dea ae $ 460.1 $ 194.0 $ 129.6 $ 161.1 $ 121.4 
Basic income per share: 
Continuing operations ................. $ 1.93 $ 79 $ 49 $ 43 $ 431 
Discontinued operations ................ — — — .07 01 
Net income ....... 00. c cece cece eee ees $ 1.93 $ 79 $ 4D $ 50 «$ 33 
Diluted income per share: 
Continuing operations ................. $ 1.88 $ 77 $ 49 $ 43 $ Bl 
Discontinued operations ................ — — — .06 01 
Net income ....... 00 cece cee eee ees $ 1.88 $ 77 $ 4D $ 4D §$ 32 
Dividends per share 1.1.0.2... eee eee eee $ 34 $ 28 $ 245 $ .225 $  .205 
Weighted average diluted shares outstanding .... 245.0 252.3 266.7 328.7 376.2 
Net cash provided by operating activities (12) ....  $ 224.2 $ 238.8 $ 193.8 $ 296.2 $ 260.1 
Capital expenditures ....... 0.0.0.0... 0 0000 69.9 81.7 150.0 251.6 298.5 
December 30, December 31, January 1, January 3, | December 28, 
2018 2017 2017 2016 2014 (2) 
— a (In millions) ~~ 
Totalsassets:.osfiry ee wi ses theaters elects ste ase $4,292.0 $4,096.9  $3,939.3  $4,108.7 $4,137.6 
Long-term debt, including current portion ...... 2,784.4 2,754.4 2,512.3 2,426.1 1,438.2 
Stockholders’ equity ........ eee eee eee eee 648.4 573.2 527.7 752.9 1,717.6 


(1) The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to December 31 
and are referred to herein as (1) “the year ended December 30, 2018” or “2018,” which consisted of 52 weeks, 
(2) “the year ended December 31, 2017” or “2017,” which consisted of 52 weeks, (3) “the year ended January 1, 
2017” or “2016,” which consisted of 52 weeks, (4) “the year ended January 3, 2016” or “2015,” which consisted 
of 53 weeks and (5) “the year ended December 28, 2014” or “2014,” which consisted of 52 weeks. 


(2) On May 31, 2015, Wendy’s completed the sale of 100% of its membership interest in The New Bakery 
Company, LLC and its subsidiaries (collectively, the “Bakery”). The Bakery’s operating results for all periods 
presented through its May 31, 2015 date of sale are classified as discontinued operations. The Bakery’s assets and 
liabilities for all periods presented prior to January 3, 2016 have been classified as discontinued operations. 
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(3) 


(4) 


©) 


(6) 


(7) 


(8) 


(9) 


The Company applied the new revenue recognition guidance using the modified retrospective method, whereby 
the cumulative effect of initially adopting the guidance was recognized as an adjustment to the opening balance 
of equity at January 1, 2018. Therefore, periods prior to 2018 do not reflect adjustments for the guidance and 
are not comparable. See Note 1 of the Financial Statements and Supplementary Data contained in Item 8 herein 
for further discussion. 


The decline in sales and cost of sales and the related increase in franchise royalty revenue and fees and franchise 
rental income is primarily a result of the sale of Wendy’s Company-operated restaurants to franchisees under our 
system optimization initiative, which began in 2013. See “Item 7. Management’s Discussion and Analysis of 
Financial Condition and Results of Operations” herein for further discussion. 


The Company reclassified certain restaurant operational costs from general and administrative expense to cost of 
sales. The prior periods reflect the reclassification of these expenses to conform to the current year presentation. 
See Note 1 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
discussion. 


System optimization losses (gains), net includes all gains and losses recognized on dispositions of restaurants and 
other assets in connection with Wendy’s system optimization initiative. See Note 3 of the Financial Statements 
and Supplementary Data contained in Item 8 herein for further discussion. 


Reorganization and realignment costs include the impact of (1) Wendy’s May 2017 general and administrative 
(“G&A”) realignment plan in 2017 and 2018, (2) costs related to Wendy’s system optimization initiative in 
2014 through 2018 and (3) Wendy’s November 2014 G&A realignment plan in 2014 through 2016. See Note 
5 of the Financial Statements and Supplementary Data contained in Item 8 herein for further discussion. 


Impairment of long-lived assets primarily includes impairment charges on (1) restaurant-level assets resulting 
from the Company’s decision to lease and/or sublease properties to franchisees in connection with the sale or 
anticipated sale of Company-operated restaurants, including any subsequent lease modifications, and 
(2) restaurant-level assets resulting from the deterioration in operating performance of certain Company- 
operated restaurants, additional charges for capital improvements in restaurants impaired in prior years which 
did not subsequently recover and the closure of Company-operated restaurants. See Note 17 of the Financial 
Statements and Supplementary Data contained in Item 8 herein for further discussion. 


Loss on early extinguishment of debt primarily relates to refinancings, redemptions and repayments of long-term 
debt. See Note 12 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
discussion. 


(10) Investment income, net includes (1) the gain on sale of our remaining ownership interest in Inspire Brands, Inc. 


(“Inspire Brands”) (formerly Arby’s) during 2018 and (2) the effect of dividends received from our investment in 
Inspire Brands during 2015. See Note 8 and Note 18 of the Financial Statements and Supplementary Data 
contained in Item 8 herein for further discussion. 


(11) The benefit from income taxes in 2017 includes the impact of the Tax Cuts and Jobs Act. See Note 14 of the 


Financial Statements and Supplementary Data contained in Item 8 herein for further discussion. 


(12) During 2018, the Company adopted new accounting guidance for the classification and presentation of 


restricted cash in our statement of cash flows. The prior periods reflect the adoption of this guidance. See Note 1 
of the Financial Statements and Supplementary Data contained in Item 8 herein for further discussion. 


31 


Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
Introduction 


This “Management’s Discussion and Analysis of Financial Condition and Results of Operations” of The 
Wendy’s Company (“The Wendy’s Company” and, together with its subsidiaries, the “Company,” “we,” “us,” or 
“our”) should be read in conjunction with the consolidated financial statements and the related notes that appear 
elsewhere within this report. Certain statements we make under this Item 7 constitute “forward-looking statements” 
under the Private Securities Litigation Reform Act of 1995. See “Special Note Regarding Forward-Looking 
Statements and Projections” in “Part I” preceding “Item 1—Business.” You should consider our forward-looking 
statements in light of the risks discussed under the heading “Risk Factors” in Item 1A above, as well as our 
consolidated financial statements, related notes and other financial information appearing elsewhere in this report and 
our other filings with the Securities and Exchange Commission. 


The Wendy’s Company is the parent company of its 100% owned subsidiary holding company, Wendy’s 
Restaurants, LLC (“Wendy’s Restaurants”). The principal 100% owned subsidiary of Wendy’s Restaurants is 
Wendy’s International, LLC and its subsidiaries (“Wendy's”). Wendy’s franchises and operates Wendy’s® quick- 
service restaurants specializing in hamburger sandwiches throughout North America (defined as the United States of 
America (the “U.S.”) and Canada). Wendy’s also has franchised restaurants in 30 foreign countries and U.S. 
territories. 


The Company manages and internally reports its business geographically. The operation and franchising of 
Wendy’s restaurants in North America comprises virtually all of our current operations and represents a single 
reportable segment. The revenues and operating results of Wendy’s restaurants outside of North America are not 
material. The results of operations discussed below may not necessarily be indicative of future results. 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended December 30, 2018” or “2018,” (2) “the year ended 
December 31, 2017” or “2017” and (3) “the year ended January 3, 2016” or “2016,” all of which consisted of 52 
weeks. All references to years and quarters relate to fiscal periods rather than calendar periods. 


We adopted the new accounting guidance for revenue recognition effective January 1, 2018, which had a 
material impact on our consolidated financial statements. Beginning with the first quarter of 2018, our financial 
results reflect adoption of the guidance; however, prior period results were not restated. See Note 1 of the Financial 
Statements and Supplementary Data contained in Item 8 herein for further information. 


Executive Overview 
Our Business 


As of December 30, 2018, the Wendy’s restaurant system was comprised of 6,711 restaurants, of which 353 
were owned and operated by the Company. All of our Company-operated restaurants are located in the U.S. 


Wendy’s operating results are impacted by a number of external factors, including commodity costs, labor costs, 
intense price competition, unemployment and decreased consumer spending levels, general economic and market 
trends and weather. 


Wendy’s long-term growth opportunities include (1) systemwide same-restaurant sales growth through 
continuing core menu improvement, product innovation, customer count growth and strategic price increases on our 
menu items, (2) system investment in our Image Activation program, which includes innovative exterior and interior 
restaurant designs for our new and reimaged restaurants and focused execution of operational excellence, (3) growth 
in new restaurants, including global growth, (4) increased focus on consumer-facing digital platforms and 
technologies, (5) increased restaurant utilization in various dayparts, (6) building shareholder value through financial 
management strategies and (7) strengthening our operations through our system optimization initiative. 


Key Business Measures 


We track our results of operations and manage our business using the following key business measures, which 
include non-GAAP financial measures: 


¢ Same-Restaurant Sales — We report same-restaurant sales commencing after new restaurants have been 
open for 15 continuous months and as soon as reimaged restaurants reopen. This methodology is 
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consistent with the metric used by our management for internal reporting and analysis. The table 
summarizing same-restaurant sales below in “Results of Operations” provides the same-restaurant sales 
percent changes. 


¢ Restaurant Margin — We define restaurant margin as sales from Company-operated restaurants less cost of 
sales divided by sales from Company-operated restaurants. Cost of sales includes food and paper, restaurant 
labor and occupancy, advertising and other operating costs. Restaurant margin is influenced by factors such 
as price increases, the effectiveness of our advertising and marketing initiatives, featured products, product 
mix, fluctuations in food and labor costs, restaurant openings, remodels and closures and the level of our 
fixed and semi-variable costs. 


e Systemwide Sales — Systemwide sales is a non-GAAP financial measure, which includes sales by both 
Company-operated restaurants and franchised restaurants. Franchised restaurants’ sales are reported by our 
franchisees and represent their revenues from sales at franchised Wendy’s restaurants. The Company’s 
consolidated financial statements do not include sales by franchised restaurants to their customers. The 
Company believes systemwide sales data is useful in assessing consumer demand for the Company’s 
products, the overall success of the Wendy’s brand and, ultimately, the performance of the Company. The 
Company’s royalty revenues are computed as percentages of sales made by Wendy’s franchisees. As a result, 
sales by Wendy’s franchisees have a direct effect on the Company’s royalty revenues and profitability. 


¢ Average Unit Volumes — We calculate Company-operated restaurant average unit volumes by summing 
the average weekly sales of all Company-operated restaurants which reported sales during the week. 


Franchised restaurant average unit volumes is a non-GAAP financial measure, which includes sales by 
franchised restaurants, which are reported by our franchisees and represent their revenues from sales at 
franchised Wendy’s restaurants. The Company’s consolidated financial statements do not include sales by 
franchised restaurants to their customers. The Company believes franchised restaurant average unit 
volumes is useful information for the same reasons described above for “Systemwide Sales.” We calculate 
franchised restaurant average unit volumes by summing the average weekly sales of all franchised 
restaurants which reported sales during the week. 


The Company calculates same-restaurant sales and systemwide sales growth on a constant currency basis. 
Constant currency results exclude the impact of foreign currency translation and are derived by translating current 
year results at prior year average exchange rates. The Company believes excluding the impact of foreign currency 
translation provides better year over year comparability. 


Same-restaurant sales and systemwide sales exclude sales from Venezuela and, beginning in the third quarter of 
2018, exclude sales from Argentina due to the highly inflationary economies of those countries. The Company 
considers economies that have had cumulative inflation in excess of 100% over a three-year period as highly 
inflationary. 


The non-GAAP financial measures discussed above do not replace the presentation of the Company’s financial 
results in accordance with GAAP. Because all companies do not calculate non-GAAP financial measures in the same 
way, these measures as used by other companies may not be consistent with the way the Company calculates such 
measures. 


Indirect Investment in Inspire Brands 


In connection with the sale of Arby’s Restaurant Group, Inc. (“Arby’s”) during 2011, Wendy’s Restaurants 
obtained an 18.5% equity interest in ARG Holding Corporation (“ARG Parent”) (through which Wendy’s 
Restaurants indirectly retained an 18.5% interest in Arby’s). The carrying value of our investment was reduced to zero 
during 2013 in connection with the receipt of a dividend. 


Our 18.5% equity interest was diluted to 12.3% on February 5, 2018, when a subsidiary of ARG Parent acquired 
Buffalo Wild Wings, Inc. As a result, our diluted ownership interest included both the Arby’s and Buffalo Wild Wings 
brands under the newly formed combined company, Inspire Brands, Inc. (“Inspire Brands”). On August 16, 2018, the 
Company sold its remaining 12.3% ownership interest to Inspire Brands for $450.0 million and incurred transaction 
costs of $0.1 million, which were recorded to “Investment income, net.” The Company recorded income tax expense of 
$97.5 million on the transaction, of which $95.0 million was paid during the fourth quarter of 2018. 
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General and Administrative (“G@A”) Realignment 


In May 2017, the Company initiated a plan to further reduce its G&A expenses. The Company expects to 
realize a total G&A expense reduction through the plan of approximately $35.0 million, with approximately three- 
quarters of the reduction realized as of December 30, 2018, and the remainder of the savings expected to be realized 
in 2019. The Company expects to incur total costs aggregating approximately $32.0 million to $35.0 million, of 
which $23.0 million to $27.0 million will be cash expenditures, related to such savings. The cash expenditures are 
expected to continue into 2019, with approximately half of the total cash expenditures occurring in 2018. Costs 
related to the plan are recorded to “Reorganization and realignment costs.” The Company recognized costs totaling 
$8.8 million and $21.7 million during 2018 and 2017, respectively, which primarily included severance and related 
employee costs and share-based compensation. The Company expects to incur additional costs aggregating 
approximately $4.5 million, comprised of (1) severance and related employee costs of approximately $1.0 million, 
(2) recruitment and relocation costs of approximately $1.5 million, (3) third-party and other costs of approximately 
$0.5 million and (4) share-based compensation of approximately $1.5 million. The Company expects to recognize the 
majority of the remaining costs associated with the plan during 2019. 


System Optimization Initiative 


The Company’s system optimization initiative includes a shift from Company-operated restaurants to 
franchised restaurants over time, through acquisitions and dispositions, as well as facilitating franchisee-to-franchisee 
restaurant transfers (“Franchise Flips”). As of January 1, 2017, the Company completed its plan to reduce its ongoing 
Company-operated restaurant ownership to approximately 5% of the total system. While the Company has no plans 
to reduce its ownership below the approximately 5% level, Wendy’s expects to continue to optimize its system 
through Franchise Flips, as well as evaluating strategic acquisitions of franchised restaurants and strategic dispositions 
of Company-operated restaurants to existing and new franchisees, to further strengthen the franchisee base and drive 
new restaurant development and accelerate reimages in the Image Activation format. During 2018 and 2016, the 
Company completed the sale of three and 310 Company-operated restaurants to franchisees, respectively. In addition, 
the Company facilitated 96, 400 and 144 Franchise Flips during 2018, 2017 and 2016, respectively (excluding the 
DavCo and NPC Transactions discussed below). 


Gains and losses recognized on dispositions are recorded to “System optimization (gains) losses, net” in our 
consolidated statements of operations. Costs related to acquisitions and dispositions under our system optimization 
initiative are recorded to “Reorganization and realignment costs.” 


DavCo and NPC Transactions 


As part of our system optimization initiative, the Company acquired 140 Wendy’s restaurants on May 31, 2017 
from DavCo Restaurants, LLC (“DavCo”) for total net cash consideration of $86.8 million, which were immediately 
sold to NPC International, Inc. (“NPC”), an existing franchisee of the Company, for cash proceeds of $70.7 million 
(collectively, the “DavCo and NPC Transactions”). As part of the NPC transaction, NPC agreed to remodel 90 
acquired restaurants in the Image Activation format by the end of 2021 and build 15 new Wendy’s restaurants by the 
end of 2022. Prior to closing the DavCo transaction, seven DavCo restaurants were closed. The acquisition of 
Wendy’s restaurants from DavCo was not contingent on executing the sale agreement with NPC; as such, the 
Company accounted for the DavCo and NPC Transactions as an acquisition and subsequent disposition of a 
business. As part of the DavCo and NPC Transactions, the Company retained leases for purposes of subleasing such 
properties to NPC. As a result of the DavCo and NPC Transactions, the Company recognized a loss of $43.6 million 
during 2017. 


Cybersecurity Incident 


The Company first reported unusual payment card activity affecting some franchise-owned restaurants in 
February 2016 and that malware had been discovered on certain systems. Subsequently, on June 9, 2016, the 
Company reported that an additional malware variant had been identified and disabled. On July 7, 2016, the 
Company, on behalf of affected franchise locations, provided information about specific restaurant locations that may 
have been impacted by these attacks, all of which are located in the United States, along with support for customers 
who may have been affected by the malware variants. 
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In February 2019, the Company entered into a settlement agreement that, if approved and finalized, would 
result in a class-wide settlement of the class action lawsuits brought by financial institutions against the Company 
related to this incident. Under the terms of the settlement agreement, the Company and its franchisees will receive a 
full release of all claims that have or could have been brought by the financial institutions, and the financial 
institutions will receive $50.0 million, inclusive of attorneys’ fees and costs. After exhaustion of applicable insurance, 
the Company expects to pay approximately $27.5 million of this amount. The proposed settlement agreement is 
subject to court approval and, if approved, the Company anticipates that payment will not occur until late 2019 or 
early 2020. Accordingly, we recorded a liability of $50.0 million and insurance receivables of $22.5 million during 
2018. 


See “Item 1A. Risk Factors” and Note 23 of the Financial Statements and Supplementary Data contained in 
Item 8 herein for further information. 


Results of Operations 


The tables included throughout Results of Operations set forth in millions the Company’s consolidated results 
of operations for the years ended December 30, 2018, December 31, 2017 and January 1, 2017 (except average unit 
volumes, which are in thousands). The prior periods presented throughout Results of Operations reflect certain 
reclassifications to conform to the current year presentation. See Note 1 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for further information. 


2018 2017 2016 
Amount Change Amount Change Amount 
Revenues: 
NS. 2a ses secrete casters due tay s es tecuaes le eee eae $ 651.6 $ 28.8 $ 622.8 $(298.0) $ 920.8 
Franchise royalty revenue and fees ............000-. 409.0 (1.5) 410.5 39.0 371.5 
Franchise rental income .......... 000 cee cece ences 203.3 13.2 190.1 47.0 143.1 
Advertising funds revenue .......... 0.00 e eee eee 326.0 326.0 — — — 


1,589.9 366.5 1,223.4 (212.0) 1,435.4 


Costs and expenses: 


Gost 6F SaléS: gi sss, ada vaaidvaretwa dah as-diwie dans 548.6 30.7 517.9 (234.2) 752.1 
Franchise support and other costs .............204. 25.2 8.9 16.3 9.4 6.9 
Franchise rental expense... 0.0... ee eee eee 91.1 3.1 88.0 20.3 67.7 
Advertising funds expense .......... 0.000 eee eee 321.9 321.9 — — — 
General and administrative ........ 00.00. e eee ee 217.5 13.9 203.6 (33.2) 236.8 
Depreciation and amortization ................004. 128.9 3.2 125.7 3.0 122.7 
System optimization (gains) losses, net .............. (0.5) (39.6) 39.1 111.0 (71.9) 
Reorganization and realignment costs .............. 9.1 (13.5) 22.6 12.5 10.1 
Impairment of long-lived assets ..........00000000. 4.7 0.6 4.1 (12.1) 16.2 
Other operating income, net ............00 0002 eee (6.5) 2.2 (8.7) 11.3 (20.0) 
1,340.0 331.4 1,008.6 (112.0) 1,120.6 

Operating profit’.iws2eeeut emaet aad cheated: 249.9 35.1 214.8 (100.0) 314.8 
Interestiexpense, Net 044 e.d sida ecdts dodge Raed Hees (119.6) (1.5) (118.1) (3.3) (114.8) 
Loss on early extinguishment of debt ................0.. (11.5) (11.5) — — — 
Investment income, net ....... 6. cee 450.7 448.0 2.7 2.0 0.7 
Other income; Met? 6 fos ches ene escsog ase Raho ed reels 5.4 3.8 1.6 0.6 1.0 
Income before income taxes ...... 0.0 e eects 574.9 473.9 101.0 (100.7) 201.7 
(Provision for) benefit from income taxes. ..........00005 (114.8) (207.8) 93.0 165.1 (72.1) 
Net income ....... 0.0. c cece cee ee eee $ 460.1 $266.1 $ 1940 $ 644 $ 129.6 
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Revenues: 


Sales 


Franchise royalty revenue and fees: 


Royalty Tevenue eri ean ani aan 


Franchise fees 


fees 


Cost of sales: 


Food and paper ..........--- cess eee ees 


Restaurant labor 


costs 


Restalirant Margit ss. 0s ae Peete y oa re 


% of % of % of 

Total Total Total 
2018 Revenues 2017 Revenues 2016 Revenues 
$ 651.6 41.0% $ 622.8 50.9% $ 920.8 64.1% 
377.9 23.7% 366.0 29.9% 342.2 23.9% 
31.1 2.0% 44,5 3.7% 29:3 2.0% 
409.0 25.7% 410.5 33.6% 371.5 25.9% 
203.3 12.8% 190.1 15.5% 143.1 10.0% 
326.0 20.5% — —% — —% 
$1,589.9 100.0% $1,223.4 100.0% $1,435.4 100.0% 

% of % of % of 

2018 Sales 2017 Sales 2016 Sales 
$ 207.0 31.8% $ 196.4 31.6% $ 278.6 30.3% 
194.4 29.8% 183.8 29.5% 265.6 28.8% 
147.2 22.6% 137.7 22.1% 207.9 22.6% 
$ 548.6 84.2% $ 517.9 83.2% $ 752.1 81.7% 

% of % of % of 

2018 Sales 2017 Sales 2016 Sales 
$ 103.0 15.8% $ 104.9 16.8% $ 168.7 18.3% 


The tables below present key business measures which are defined and further discussed in the “Executive 


Overview” section included herein. 


Key business measures: 
North America same-restaurant sales growth: 
Company-operated restaurants 


Franchised restaurants .. 0.0.0... cece cece cee cee eee e teen eennes 
Systemwide: « j.0teitsce sgacse we ealechs adsl ly ya anew at Soke ane aati aeal 


Global same-restaurant sales growth: 
Company-operated restaurants 
Franchised restaurants (a) 
Systemwide (a) 


= of 
0.2% 
0.8% 2.1% 
0.9% 2.0% 
1.3% 0.2% 
1.0% 2.2% 
1.0% 2.1% 


2016 


2.7% 
1.4% 
1.6% 


2.7% 
1.4% 
1.5% 


(a) Includes international franchised restaurants same-restaurant sales (excluding Venezuela, and excluding 
Argentina beginning in the third quarter of 2018, due to the impact of the highly inflationary economies of 


those countries). 
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2018 2017 2016 


Key business measures (continued): 
Systemwide sales: (a) 


Company-operated .. 0.1... eee cee n nee $ 651.6 $ 622.8 $ 920.8 
North America franchised ....: 0.005 va scseecae ecu awwdad dacs eas 9,342.1 9,183.1 8,589.0 
North America systemwide ......... 000 ete eee eee eens 9,993.7 9,805.9 9,509.8 
International franchised (b) .. 0.0.0... 0c c cece eee ee eee 518.9 477.3 420.4 
Global systemwide? sin twicoktueneasanw hia .aseeda $10,512.6 $10,283.2 $9,930.2 
Restaurant average unit volumes (in thousands): 
Compatiy-opeérated ...c.cs.cac cece od eedcneneaeeunauets rats $ 1,918.0 $ 1,876.8 $1,783.4 
North America franchised .......00 000 cc cece ene eens 1,619.9 1,599.1 1,551.1 
North America systemwide .......... 00 ete eee eee eens 1,636.4 1,614.2 1,571.0 
International franchised (b) (c) .. 0.0... eee eee eee 1,082.7 1,104.5 1,137.9 
Global systemwide ........ 00. c cece eee eee eee $ 1,596.1 $ 1,580.4 $1,545.9 


(a) During 2018 and 2017, North America systemwide sales increased 2.0% and 3.0%, respectively, international 
franchised sales increased 13.0% and 14.8%, respectively, and global systemwide sales increased 2.5% and 3.5%, 
respectively, on a constant currency basis. 

(b) Excludes Venezuela, and excludes Argentina beginning in the third quarter of 2018, due to the impact of the 
highly inflationary economies of those countries. 

(c) The decrease in average unit volumes for international franchised restaurants is primarily driven by changes in 
the countries and territories in which the franchised restaurants operate, as well as the impact of foreign currency 
translation. 


North America International 


Company-operated Franchised Franchised Systemwide 

Restaurant count: 

Restaurant count at January 1, 2017 ..............00. 330 5,768 439 6,537 
Opetied! 2. suecsnaatngedsiipog wiedarena ene: 11 86 77 174 
CLOSE si i.5 co bassie bd iuastnevdce b Sub eeteds Pearse se Sedraig ears _4) (61) (12) (77) 

Restaurant count at December 31, 2017 .............. ao? 5,793 504 6,634 
CO penied sos fects ncichenasn stetineuy han ebneaeanea Macaig s 7 101 51 159 
Closed jst ede de wth one ddeeteedeeedbvdeds bode (5) (55) (22) (82) 
Net purchased from (sold by) franchisees ......... 14 (14) = — 

Restaurant count at December 30, 2018 .............. 353 5,825 Bee) 6,711 

Sales 

Change 
2018 «2017 
SSS ara seeesete tence es sans cnadu auctions ayislitassdstecaes GeestosbestsesaatGedcaud aie ay bowers $28.8  $(298.0) 


The increase in sales during 2018 was primarily due to a 1.3% increase in Company-operated same-restaurant 
sales, as well as a net increase in the number of Company-operated restaurants in operation during 2018 compared to 
2017. Company-operated same-restaurant sales improved due to an increase in our average per customer check 
amount, reflecting benefits from strategic price increases on our menu items and. changes in product mix. These 
benefits were partially offset by a decrease in customer count. 


The decrease in sales during 2017 was primarily due to the impact of selling Company-operated restaurants to 
franchisees under our system optimization initiative, which resulted in a reduction in sales of $316.4 million. 
Company-operated same-restaurant sales during 2017 increased 0.2%, primarily due to an increase in our average per 
customer check amount, which was partially offset by a decrease in customer count. Our per customer check amount 
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increased primarily due to benefits from changes in product mix and strategic price increases on our menu items. Sales 
also benefited from higher sales growth at our new and remodeled Image Activation restaurants. 


Franchise Royalty Revenue and Fees 


Change 
2018-2017 
Royalty revenue yc0.0 i446 t0sad-hietd-daadaiae dade nae eendaan’ $11.9 $23.8 
Franchise fees 2.6... ccc cc cc cee tee ene e nee e tenn enenes (13.4) 15.2 
$ (1.5) $39.0 


The increase in franchise royalty revenue during 2018 was due to the absence of one incentive program for 
Image Activation restaurant remodels that largely ended at December 31, 2017, as well as a net increase in the 
number of franchise restaurants in operation during 2018 compared to 2017. Royalty revenue was also positively 
impacted by a 1.0% increase in franchise same-restaurant sales. 


The decrease in franchise fees during 2018 was primarily due to facilitating fewer Franchise Flips and the 
related impact of the new accounting guidance for revenue recognition effective January 1, 2018. The Company 
facilitated 96 and 400 Franchise Flips during 2018 and 2017, respectively (excluding the DavCo and NPC 
Transactions discussed above). Franchise Flip technical assistance fees are recognized as revenue over the contractual 
term of the franchise agreements under the new accounting guidance. Under previous guidance, technical assistance 
fees received in connection with Franchise Flips were recognized as revenue when the franchise agreements were 
signed and the restaurants opened. See Note 1 of the Financial Statements and Supplementary Data contained in 
Item 8 herein for further information regarding the new accounting guidance for revenue recognition. This decrease 
in franchise fees during 2018 was partially offset by an increase in fees for providing information technology services 
to franchisees and other miscellaneous franchise fees. 


The increase in franchise royalty revenue and fees during 2017 was primarily due to facilitating Franchise Flips 
and prior year sales of Company-operated restaurants to franchisees under our system optimization initiative. Royalty 
revenue also benefited from a 2.2% increase in franchise same-restaurant sales. 


Franchise Rental Income 


Change 
2018 2017 
Franchise rental income ....... 0.0... cece cece cette e eee tense ees $13.2 $47.0 


The increase in franchise rental income during 2018 was primarily due to subleasing properties to franchisees in 
connection with facilitating Franchise Flips during 2017. The increase in franchise rental income during 2017 was 
primarily due to leasing and/or subleasing properties to franchisees in connection with the sale of Company-operated 
restaurants during 2016 and facilitating Franchise Flips. 


Advertising Funds Revenue 


Change 
2018 2017 
Advertising funds revenue ...... 0.0 eects $326.0 $— 


The Company maintains two national advertising funds established to collect and administer funds contributed 
for use in advertising and promotional programs for Company-operated and franchised restaurants in the U.S. and 
Canada. Franchisees make contributions to the national advertising funds based on a percentage of sales of the 
franchised restaurants. Under the new accounting guidance for revenue recognition effective January 1, 2018, the 
revenue of the national advertising funds is fully consolidated into the Company’s consolidated statements of 
operations. 
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Cost of Sales, as a Percent of Sales 


ee 

2018 2017 
Food atid papét s.is.02¢o59¢ ce0i ochidadhisnbyeed dodge ceded ni oedes ns 0.2% 1.3% 
Restatirant labor 25.5 v0.4,0:..ce8 doe oa lot niedd mails Rats ge tO een reas 0.3% 0.7% 
Occupancy, advertising and other operating costs ....... 0.0... eee eee eee ee 0.5% (0.5)% 


10% 15 % 


The increase in cost of sales, as a percent of sales, during 2018 was primarily due to an increase in restaurant 
labor rates, higher commodity costs and higher insurance costs, partially offset by benefits from strategic price 
increases on our menu items. 


The increase in cost of sales, as a percent of sales, during 2017 was primarily due to an increase in commodity 
costs, reflecting higher chicken, bacon and beef costs, as well as an increase in restaurant labor rates. 


Franchise Support and Other Costs 


Change 
2018 2017 
Franchise support and other costs 1.0.6... 0. cee eee eee ene $8.9 $9.4 


The increase in franchise support and other costs during 2018 and 2017 was primarily due to costs incurred to 
provide information technology and other services to our franchisees. 


Franchise Rental Expense 


Change 
2018 2017 
Franchise rental expense ...... 0... e ee eee eee teen e bene cree eeee $3.1 $20.3 


Franchise rental expense in 2018 and 2017 increased as a result of entering into new leases in connection with 
facilitating Franchise Flips for purposes of subleasing such properties to the franchisee. The increase in franchise rental 
expense during 2017 also increased due to subleasing properties to franchisees that were previously Company- 
operated restaurants and as such, had been previously recorded in cost of sales. 


Advertising Funds Expense 


Change 
2018 2017 
Advertising futids expense’ ...o%.04 400 oscars Goa cnigae sheen eee sagens $321.9 $— 


The expenses of the national advertising funds are now fully consolidated into the Company’s consolidated 
statements of operations under the new accounting guidance for revenue recognition effective January 1, 2018. 
During 2018, advertising funds revenue exceeded advertising funds expense by $4.1 million due to the timing of the 
Company’s advertising spend. 


General and Administrative 


Change 
2018 2017 
LiSpal ESCH VES: 5c ue 4 ine Peace alacdonotds. pupidielntn Moodie guedee "egierae bua dendehgreans $26.9 §$ (1.9) 
Employee compensation and related expenses ...........0000000 00 eee (10.1) (11.2) 
Professional services 0.0.0... e eens (2.8) (13.7) 
SEVEPANGE. sechcs cdi Had se we eee deed a ee deed ae SH kes (0.1) (4.7) 


COE SR MSE a2 Sesce be oats aes ee detecabgeneese es pa tease oli attMactsvacsi-atleh ante taeeieestan tue 
$13.9  $(33.2) 
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The increase in general and administrative expenses during 2018 was primarily due to an increase in legal 
reserves resulting from litigation associated with a cybersecurity incident (see Note 23 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for further information). This increase was partially offset by 
decreases in (1) employee compensation and related expenses, reflecting a decrease in incentive compensation accruals 
and changes in staffing driven by our G&A realignment plan and (2) professional services, including lower legal fees. 


The decrease in general and administrative expenses during 2017 was primarily due to decreases in 
(1) professional services due to legal and other costs associated with a cybersecurity incident recognized during 2016 
(see Note 23 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
information), (2) employee compensation and related expenses, primarily as a result of changes in staffing driven by 
our system optimization initiative and a decrease in incentive compensation accruals, and (3) severance expense. 


Depreciation and Amortization 


oe 

20182017 
Restaurants: 4 :d.ci0dutirimeweirdcthiatied ddan bdaadd- bedi ddadadetn wed $(0.3)  $(1.9) 
Corporate and! othe tts iaise.c lr estoe higusis Gi laartaaubnat a. ptarduesanses dees scpseiaucta destectiaravacs 35 4.9 

$3.2 $ 3.0 


The decrease in restaurant depreciation and amortization during 2018 was primarily due to the assignment of 
certain leases to a franchisee, resulting in the write-off of the related net investment in the lease, partially offset by the 
impact of capital leases resulting from facilitating Franchise Flips during 2017. Corporate and other expense increased 
due to an increase in depreciation and amortization for technology investments. 


The decrease in restaurant depreciation and amortization during 2017 was primarily due to a decrease in 
depreciation on assets sold under our system optimization initiative of $4.0 million, partially offset by the impact of 
capital leases resulting from facilitating Franchise Flips during 2017. Corporate and other expense increased due to an 
increase in depreciation and amortization for technology investments. 


System Optimization (Gains) Losses, Net 
Year Ended 
2018 2017 2016 


System optimization (gains) losses, net 1... 2... eee eee eee $(0.5) $39.1  $(71.9) 


System optimization (gains) losses, net during 2018 were comprised of post-closing adjustments on previous 
sales of restaurants, gains (losses) on the sale of surplus properties and a gain on the sale of three Company-operated 
restaurants to a franchisee. During 2017, system optimization (gains) losses, net included a loss of $43.6 million 
resulting from the DavCo and NPC Transactions. During 2016, the Company sold 310 Company-operated 
restaurants to franchisees. See Note 3 of the Financial Statements and Supplementary Data contained in Item 8 


herein for further information. 


Reorganization and Realignment Costs 


Year Ended 
201g —-2017-—«2016 
G®&A realignment - May 2017 plan... 0. eee eee $8.8 $21.7 $ — 
G®&A realignment - November 2014 plan ..............0..004. — — 0.7 
System optimization imitiative 2.6... eke eee 0.3 0.9 9.4 
$9.1 $22.6 $10.1 


In May 2017, the Company initiated a G&A realignment plan to further reduce its G&A expenses following 
the November 2014 plan discussed below. During 2018, the Company recognized costs associated with this plan 
totaling $8.8 million, which primarily included (1) severance and related employee costs of $3.8 million, (2) third- 
party and other costs of $2.4 million and (3) share-based compensation of $1.6 million. During 2017, the Company 
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recognized costs associated with this plan totaling $21.7 million, which primarily included (1) severance and related 
employee costs of $15.0 million, (2) share-based compensation of $5.1 million and (3) third-party and other costs of 
$1.1 million. 


In November 2014, the Company initiated a plan to reduce its G&A expenses. The plan included a 
realignment and reinvestment of resources to focus primarily on accelerated restaurant development and consumer- 
facing restaurant technology to drive long-term growth. The Company achieved the majority of the expense 
reductions through the realignment of its U.S. field operations and savings at its Restaurant Support Center in 
Dublin, Ohio, which was substantially completed by the end of the second quarter of 2015. During 2016, costs 
primarily included recruitment and relocation costs. The Company did not incur any expenses during 2018 or 2017 
related to the plan and does not expect to incur additional costs. 


During 2018, 2017 and 2016, the Company recognized costs associated with its system optimization initiative 
totaling $0.3 million, $0.9 million and $9.4 million, respectively. During 2018 and 2017, costs primarily included 
professional fees. During 2016, costs primarily included professional fees of $7.4 million and accelerated amortization 
of previously acquired franchise rights of $1.6 million. 


Impairment of Long-Lived Assets 


=e 
20182017 
Impairment of long-lived assets... 0... cee eens $0.6  $(12.1) 


The change in impairment charges during 2018 was primarily driven by variations in losses resulting from the 
deterioration in operating performance of certain Company-operated restaurants and charges for capital 
improvements in previously impaired restaurants that did not subsequently recover. Such impairment charges totaled 
$4.1 million and $3.2 million during 2018 and 2017, respectively. 


The change in impairment charges during 2017 was driven by variations in losses from the remeasurement of 
properties to fair value upon determination that the assets will be leased and/or subleased to franchisees in connection 
with the sale of Company-operated restaurants. Such impairment charges totaled $0.2 million and $14.0 million 
during 2017 and 2016, respectively. 


Other Operating Income, Net 


Year Ended 
2018 «2017 -—«2016 
Lease DUYOUL iii ita edad bree ada eb4S $0.8 $(1.4) $(12.4) 
Equity in earnings in joint ventures, net.................000.. (8.1) (7.6) (8.4) 
OVER coo seseases 8 faeces he te trees ne aetna caese ecto ae eke eee re eect 0.8 0.3 0.8 


$(6.5) $(8.7)  $(20.0) 


The change in other operating income, net during 2018 and 2017 was primarily due to lease buyout activity 
and variations in income from our equity method investments. 


Interest Expense, Net 


Change 
2018 2017 
Tiiterestexpenises Tet: cis wy acsoedeanddece etched ti sedate gh bed ae Gata Graresnnel ana wttigad $1.5 $3.3 


Interest expense, net increased during 2018 and 2017 due to an increase in capital lease obligations resulting 
from facilitating Franchise Flips during 2017 and subleasing such properties to the franchisee, partially offset in 2018 
by a decrease in amortization of debt issuance costs. 
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Loss on Early Extinguishment of Debt 


Change 
2018 2017 
Loss on early extinguishment of debt ....... 0.00.0... cece eect eee $11.5 $H— 


During the first quarter of 2018, the Company incurred a loss on the early extinguishment of debt as a result of 
redeeming the outstanding Series 2015-1 Class A-2-I Notes with the proceeds from the sale of the Series 2018-1 
Class A-2 Notes. The loss on the early extinguishment of debt of $11.5 million was comprised of the write-off of 
certain deferred financing costs and a specified make-whole payment. 


Investment Income, Net 


oe 

2018-2017 

Gain on sale of investments, net 2... 0.0... c eee eee eee $447.4 $2.1 
Other than temporary loss on investment .......... 0.0000 c eee eee eee 0.3 (0.3) 
CEM ER Met aerate ccer ce 81a teen era hte otek had a, seh Gasca Baas akan Mec ee 0.3 0.2 
$448.0 $ 2.0 


Investment income, net increased during 2018 due to the $450.0 million gain recorded on the sale of the 
Company’s remaining ownership interest in Inspire Brands on August 16, 2018. See Note 8 of the Financial 
Statements and Supplementary Data contained in Item 8 herein for further discussion. Investment income, net 
increased during 2017 due to the sale of certain cost method investments. 


(Provision for) Benefit from Income Taxes 


Year Ended 
2018 2017 2016 
Income before income taxes ..... 0... cece tee ene $574.9 $101.0 $201.7 
(Provision for) benefit from income taxes ....... 0.000 cece eee eee (114.8) 93.0 (72.1) 
Effective tax rate ON INCOME 2... ce eee 20.0% (92.1)% 35.7% 


Our effective tax rates in 2018, 2017 and 2016 were impacted by variations in income before income taxes, 
adjusted for recurring items such as non-deductible expenses and state income taxes, as well as non-recurring discrete 
items. In 2018, our effective state income tax rate was favorably impacted by the sale of our remaining ownership 
interest in Inspire Brands, the gain on which is primarily allocable to a jurisdiction that does not tax such gains (see 
Note 8 of the Financial Statements and Supplementary Data contained in Item 8 herein for further discussion). 
Discrete items, which may occur in any given year but are not consistent from year to year include the following: 
(1) on December 22, 2017, the U.S. government enacted comprehensive tax legislation commonly referred to as the 
Tax Cuts and Jobs Act (the “Tax Act”), which resulted in a benefit of $140.4 million in 2017, which was 
subsequently adjusted in 2018 by recording an expense of $2.2 million (see below, as well as Note 14 of the Financial 
Statements and Supplementary Data contained in Item 8 herein for further information), (2) our system optimization 
initiative (including corrections to prior years identified and recorded in 2017 and 2016, which resulted in a benefit 
of $2.2 million and $7.1 million, respectively), (3) valuation allowances (to the extent not reflected in the Tax Act 
amount), which decreased in 2018 and 2016 and increased in 2017 primarily as a result of changes in expected future 
state taxable income available to offset certain state net operating loss carryforwards, and (4) excess tax benefits and tax 
deficiencies related to share-based payments, which resulted in a benefit of $10.2 million and $5.2 million in 2018 
and 2017, respectively. 


In our initial analysis of the impact of the Tax Act, we recorded a discrete net tax benefit of $140.4 million for 
the year ended December 31, 2017. This net benefit primarily consisted of a benefit of $164.9 million for the impact 
of the corporate rate reduction on our net deferred tax liabilities, partially offset by a net expense of $22.2 million for 
the international-related provisions, including the transition tax (and the related impact to our recorded valuation 
allowance) and deferred taxes recorded on foreign earnings previously considered permanently reinvested. The 
Company recognized the provisional tax impacts related to the revaluation of deferred tax assets and liabilities and the 
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transition tax and included these amounts in its consolidated financial statements for the year ended December 31, 
2017. In 2018, subsequent guidance from the Internal Revenue Service on the international provisions of the Tax Act 
(such as the transition tax and the tax on global intangible low-taxed income (“GILTI”)) and on the limits on the 
deduction of certain executive compensation, in addition to adjusting estimates of deferred tax assets and liabilities to 
the actual amounts reported on our 2017 federal and state income tax returns, resulted in an adjustment to our 
provisional amounts. Accordingly, an expense of $2.2 million was recorded in 2018. 


The impact of our system optimization initiative on the provision for income taxes included the effects of the 
disposition of non-deductible goodwill, and changes to our state deferred taxes and valuation allowances on state net 
operating losses caused by the shifting relative taxable presence in the various states as our system optimization 
initiative is executed. These items, which are non-recurring, (decreased) increased the provision for income taxes by 
($1.1) million, $15.0 million and $2.8 million during 2018, 2017 and 2016, respectively. 


Based on certain provisions contained in the Tax Act, the unrepatriated earnings of foreign subsidiaries, 
primarily Canadian, are no longer considered permanently invested outside of the U.S. As of December 30, 2018, we 
have provided a deferred foreign tax provision of $2.0 million on these unrepatriated earnings. 


Outlook for 2019 
Sales 


We expect sales will be favorably impacted primarily by improving our North America business through 
continuing core menu improvement, product innovation, strategic price increases on our menu items and focused 
execution of operational excellence and brand positioning. We also expect sales will be favorably impacted by 
increased investment in consumer-facing digital technology. 


Franchise Royalty Revenue and Fees 


We expect the sales trends for franchised restaurants to continue to be generally benefited by the factors described 
above under “Sales” related to the improvements in the North America business. In addition, we expect franchise royalty 
revenue and fees will be favorably impacted by an increase in the number of franchise restaurants in operation. 


Franchise Rental Income and Expense 


We expect franchise rental income and franchise rental expense to increase by approximately $40.0 million, 
with no impact to net income, due to the new accounting guidance on leases, which requires lessors to recognize 
lessees’ payments to the Company for executory costs on a gross basis as revenue with a corresponding expense. See 
Note 1 of the Financial Statements and Supplementary Data contained in Item 8 herein for further information 
regarding the new accounting guidance on leases. 


Cost of Sales 


We expect cost of sales, as a percent of sales, to be favorably impacted by the same factors described above under 
“Sales,” and to also benefit from productivity initiatives. We expect these favorable impacts on cost of sales, as a percent of 
sales, to be partially offset by higher restaurant labor due to increases in wages, as well as an increase in commodity costs. 


Franchise Support and Other Costs 


We expect franchise support and other costs will be unfavorably impacted by increased investment in 
consumer-facing digital technology in franchised restaurants. 


General and Administrative 


We expect general and administrative expense to be negatively impacted by incentive compensation, as well as 
by adding additional resources to support our investment in consumer-facing digital technology and our international 
organization. These items are expected to be partially offset by the favorable impact of the May 2017 G&A 
realignment plan. 
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Liquidity and Capital Resources 
Cash Flows 


Our primary sources of liquidity and capital resources are cash flows from operations and borrowings under our 
securitized financing facility. Principal uses of cash are operating expenses, capital expenditures, repurchases of 
common stock and dividends to shareholders. 


Our anticipated cash requirements for 2019 exclusive of operating cash flow requirements consist principally of: 


* capital expenditures of approximately $75.0 million to $80.0 million as discussed below in “Capital 
Expenditures;” 


¢ quarterly cash dividends aggregating up to approximately $92.1 million as discussed below in “Dividends;” 
and 


¢ stock repurchases of $21.5 million under our November 2018 authorization and potential stock repurchases 
of up to $225.0 million under our February 2019 authorization as discussed below in “Stock Repurchases.” 


Based upon current levels of operations, the Company expects that available cash and cash flows from 
operations will provide sufficient liquidity to meet operating cash requirements for the next 12 months. 


The table below summarizes our cash flows from operating, investing and financing activities for each of the 
past three fiscal years: 
2018 2017 2016 


Amount Change Amount Change Amount 


Net cash provided by (used in): 


Operating activities..............0.00. $224.2 $(14.6) $2388 $ 45.0 $193.8 
Investing activities ...............000. 362.9 455.1 (92.2) (199.3) 107.1 
Financing activities ...............00.. (305.7) (89.9) (215.8) 196.2 (412.0) 
Effect of exchange rate changes on cash ....... (7.7) (13.8) 6.1 4.0 2.1 
Net increase (decrease) in cash, cash equivalents 
and restricted cash 11... 00.0.0. c eee eee $ 273.7 $336.8 $ (63.1) $ 45.9  $(109.0) 
Operating Activities 


Cash provided by operating activities was $224.2 million, $238.8 million and $193.8 million in 2018, 2017 
and 2016, respectively. Cash provided by operating activities consists primarily of net income, adjusted for non-cash 
expenses such as depreciation and amortization, deferred income tax and share-based compensation, and the net 
change in operating assets and liabilities. Cash provided by operating activities decreased $14.6 million during 2018 
as compared to 2017, primarily due to an increase in cash paid for income taxes, reflecting the payment of income 
taxes associated with the gain on sale of our remaining ownership interest in Inspire Brands. This increase in cash paid 
for income taxes was largely offset by a favorable change in operating assets and liabilities, which resulted primarily 
from (1) the timing of payments for marketing expenses of the national advertising funds, (2) the timing of collections 
of royalty receivables and (3) a decrease in payments for incentive compensation. 


Cash provided by operating activities increased $45.0 million during 2017 as compared to 2016, primarily due 
to (1) an increase in net income adjusted for non-cash expenses, (2) a decrease in income tax payments, net of refunds 
and (3) a decrease in payments for incentive compensation. These favorable changes were partially offset by the 
timing of payments for marketing expenses of the national advertising funds. 


Investing Activities 

Cash provided by investing activities increased $455.1 million during 2018 as compared to 2017, primarily due 
to (1) an increase in proceeds from sales of investments of $445.9 million, reflecting the sale of our remaining 
ownership interest in Inspire Brands during 2018, (2) net cash used in the DavCo and NPC Transactions during 
2017 of $16.1 million, (3) a decrease in capital expenditures of $11.9 million and (4) an increase in proceeds from 
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notes receivable, net of payments, of $10.0 million. These favorable changes were partially offset by (1) an increase in 
cash used for the acquisition of franchised restaurants of $21.4 million and (2) a decrease in proceeds from 
dispositions of $7.6 million. 


Cash used in investing activities increased $199.3 million during 2017 as compared to 2016, primarily due to 
(1) a decrease in proceeds from dispositions of Company-operated restaurants and other assets of $251.3 million and 
(2) net cash used in the DavCo and NPC Transactions of $16.1 million. These unfavorable changes were partially 
offset by a decrease of $68.3 million in capital expenditures. 


Financing Activities 


Cash used in financing activities increased $89.9 million during 2018 as compared to 2017, primarily due to 
(1) an increase in repurchases of common stock of $143.6 million, (2) an increase in dividends of $12.2 million and 
(3) the settlement of a supplemental purchase price liability associated with the acquisition of DavCo of $6.3 million. 
These changes were partially offset by (1) a net increase in cash provided by long-term debt activities of $45.8 million, 
reflecting the completion of a refinancing transaction during the first quarter of 2018, and (2) an increase in proceeds 
from stock option exercises, net of payments related to tax withholding for share-based compensation, of $26.3 million. 


Cash used in financing activities decreased $196.2 million during 2017 as compared to 2016, primarily due to a 
decrease in repurchases of common stock of $210.7 million. 


Capitalization 
Year End 
218 «27 
Long-term debt, including current portion ......... 0000s seen eee $2,784.4  $2,754.4 
Stockholders’ equity 6.0... cs cece eee 648.4 573.2 


$3,432.8  $3,327.6 


The Company’s total capitalization at December 30, 2018 increased $105.2 million from $3,327.6 million at 
December 31, 2017 and was impacted principally by the following: 


* comprehensive income of $444.6 million; 


* treasury share issuances of $52.7 million for exercises and vestings of share-based compensation awards; and 


* a net increase in long-term debt, including current portion and unamortized debt issuance costs, of 


$30.0 million, primarily resulting from the completion of a refinancing transaction during the first quarter of 
2018; partially offset by 


stock repurchases of $270.4 million; 
dividends paid of $80.5 million; and 


the cumulative effect of change in accounting principle of $70.2 million related to the adoption of the new 
accounting guidance for revenue recognition. 


Long-Term Debt, Including Current Portion 


Year End 
2018 
Series 2018-1 Class A-2-I Notes 0... 0... ccc cece cn cee cece ence tne eee tneneneeeenes $ 445.5 
Seties' 2018-1. Class A-2-11 Notes “aie:6s nega cede eo es #2 20 CARER 6 eda eda peed eee 470.3 
Series: 2015-11 Class A-2-IT Notes: s.2.icc-s-30. ceeded Gada e boa a bias bbe derdaw een dees 870.7 
Sefies 2015-1! Class ‘A+2-M INOtes wcsc-c5 oe tastea ws moe Carer Shed ne Aue BES abe aR 483.7 
FYGiMEDENEULES: 6 dosed Sexe He ed Gerad deo Pesan a RA een deed oes WMS Od See 90.8 
Capital:leasé-obligations: 1: sac og (oye dose get epee ddnssnde veyed hea eeeuce ies 455.6 
Unamortized debt issuance Costs... cece eee eee nee eee eee e eee ee eae (32.2) 
Total long-term debt, including current portion ....... 6.0... eee eee eee eee $2,784.4 
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Except as described below, there were no material changes to the terms of any debt obligations since 
December 31, 2017. The Company was in compliance with its debt covenants as of December 30, 2018. See Note 12 
of the Financial Statements and Supplementary Data contained in Item 8 herein for further information related. to 
our long-term debt obligations. 


On January 17, 2018, Wendy’s Funding, LLC (the “Master Issuer”), a limited-purpose, bankruptcy-remote, 
wholly-owned indirect subsidiary of the Company, completed a refinancing transaction under which the Master 
Issuer issued fixed rate senior secured notes in the following 2018-1 series: Class A-2-I with an interest rate of 3.573% 
and initial principal amount of $450.0 million and Class A-2-II with an interest rate of 3.884% and initial principal 
amount of $475.0 million (collectively, the “Series 2018-1 Class A-2 Notes”). The net proceeds from the sale of the 
Series 2018-1 Class A-2 Notes were used to redeem the Master Issuer’s outstanding Series 2015-1 Class A-2-I Notes, 
to pay prepayment and transaction costs and for general corporate purposes. 


Concurrently, the Master Issuer entered into a revolving financing facility of Series 2018-1 Variable Funding 
Senior Secured Notes, Class A-1 (the “Series 2018-1 Class A-1 Notes”), which allows for the drawing of up to 
$150.0 million using various credit instruments, including a letter of credit facility. No amounts were borrowed under 
the Series 2018-1 Class A-1 Notes during 2018. The Series 2015-1 Class A-1 Notes were canceled on the closing date 
and the letters of credit outstanding against the Series 2015-1 Class A-1 Notes were transferred to the Series 2018-1 
Class A-1 Notes. 


We may from time to time seek to repurchase a portion of our outstanding long-term debt, including our 7% 
debentures assumed in the Wendy’s Merger, through open market purchases, privately negotiated transactions or 
otherwise. Such repurchases, if any, will depend on prevailing market conditions, our liquidity requirements, 
contractual restrictions and other factors. Whether or not to repurchase any debt and the size and timing of any such 
repurchases will be determined at our discretion. 


Contractual Obligations 


The following table summarizes the expected payments under our outstanding contractual obligations at 
December 30, 2018: 


Fiscal Years 
2019 2020-2021 2022-2023 After 2023 Total 
Long-term debt obligations (a) .......... $122.7 $242.6 $1,012.5 $1,564.0  $2,941.8 
Capital lease obligations (b) ............. 47.1 93.6 98.9 699.6 939.2 
Operating lease obligations (c)........... 95.9 186.4 185.6 1,058.0 1,525.9 
Purchase obligations (d) ............... 20.7 13.0 — — 33.7 
OEE ia iss ance ties biotic aearea cine ee 30.5 8.8 — — 39:3 
Votalite) 24 sitesin ets te sieeeayis $316.9 $5444  $1,297.0  $3,321.6  $5,479.9 


(a) Excludes capital lease obligations, which are shown separately in the table. The table includes interest of 
approximately $571.5 million. These amounts exclude the fair value adjustment related to Wendy’s 7% 
debentures assumed in the Wendy’s Merger. 


(b) Excludes related sublease rental receipts of $1,297.6 million on capital lease obligations. The table includes 
interest of approximately $483.6 million for capital lease obligations. 


(c) Represents the minimum lease cash payments for operating lease obligations. Excludes related sublease rental 
receipts of $1,236.2 million on operating lease obligations. 


(d) Includes (1) $22.1 million for the remaining beverage purchase requirement under a beverage agreement, (2) 
$6.5 million for capital expenditures, (3) $4.4 million for utility commitments and (4) $0.7 million of other 
purchase obligations. In January 2019, the Company amended its beverage agreement, which now expires at the 
later of reaching a minimum usage requirement or December 31, 2025. 


(ec) Excludes obligation for unrecognized tax benefits, including interest and penalties, of $29.3 million. We are 
unable to predict when and if cash payments will be required. 
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Capital Expenditures 


In 2018, cash capital expenditures amounted to $69.9 million and non-cash capital expenditures, consisting of 
capitalized lease obligations, amounted to $6.6 million. In 2019, we expect that cash capital expenditures will amount 
to approximately $75.0 million to $80.0 million, principally relating to (1) technology investments, including 
consumer-facing digital technology, (2) reimaging existing Company-operated restaurants, (3) the opening of new 
Company-operated restaurants, (4) maintenance capital expenditures for our Company-operated restaurants and 
(5) various other capital projects. As of December 30, 2018, the Company had $6.5 million of outstanding 
commitments, included in “Accounts payable,” for capital expenditures expected to be paid in 2019. 


Dividends 


The Company paid quarterly cash dividends of $0.085 per share on its common stock aggregating 
$80.5 million in 2018. During the first quarter of 2019, the Company declared a dividend of $0.10 per share to be 
paid on March 15, 2019 to shareholders of record as of March 1, 2019. If the Company pays regular quarterly cash 
dividends for the remainder of 2019 at the same rate as declared in the first quarter of 2019, the Company’s total cash 
requirement for dividends for all of 2019 would be approximately $92.1 million based on the number of shares of its 
common stock outstanding at February 19, 2019. The Company currently intends to continue to declare and pay 
quarterly cash dividends; however, there can be no assurance that any additional quarterly dividends will be declared 
or paid or of the amount or timing of such dividends, if any. 


Stock Repurchases 
The following table summarizes the Company’s repurchases of common stock for 2018, 2017 and 2016: 
Year Ended 
mie —«O 
Repurchases of common stock (a) 1... 0... eee eee eee ee $270.2 $127.4 $335.0 
Number of shares repurchased ...... 0.0... eee eee eee eens 15.8 8.6 29.5, 


(a) Excludes commissions of $0.2 million, $0.1 million and $0.3 million for 2018, 2017 and 2016, respectively. 


In February 2018, our Board of Directors authorized a repurchase program for up to $175.0 million of our 
common stock through March 3, 2019, when and if market conditions warrant and to the extent legally permissible. 
In August 2018, our Board of Directors authorized an additional share repurchase program for up to $100.0 million 
of our common stock through December 27, 2019 with a portion of the proceeds obtained through the sale of our 
remaining ownership interest in Inspire Brands, when and if market conditions warrant and to the extent legally 
permissible. In November 2018, the Board of Directors approved an increase of $120.0 million to the August 2018 
authorization, resulting in a total authorization of $220.0 million. In November 2018, the Company entered into an 
accelerated share repurchase agreement (the “2018 ASR Agreement”) with a third-party financial institution to 
repurchase common stock as part of the Company’s existing share repurchase programs. Under the 2018 ASR 
Agreement, the Company paid the financial institution an initial purchase price of $75.0 million in cash and received 
an initial delivery of 3.6 million shares of common stock, representing an estimate of 85% of the total shares expected 
to be delivered under the 2018 ASR Agreement. The total number of shares of common stock ultimately purchased 
by the Company under the 2018 ASR Agreement was based on the average of the daily volume-weighted average 
prices of the common stock during the term of the 2018 ASR Agreement, less an agreed upon discount. On 
December 18, 2018, the Company completed the 2018 ASR Agreement and received an additional 0.7 million shares 
of common stock. Additionally, during 2018, the Company repurchased 10.1 million shares under the February 2018 
and November 2018 authorizations with an aggregate purchase price of $172.6 million, of which $1.8 million was 
accrued at December 30, 2018, and excluding commissions of $0.1 million. As of December 30, 2018, the Company 
had completed its February 2018 authorization and had $147.4 million of availability remaining under its November 
2018 authorization. Subsequent to December 30, 2018 through February 19, 2019, the Company repurchased 1.3 
million shares under the November 2018 authorization with an aggregate purchase price of $21.5 million, excluding 
commissions. In February 2019, our Board of Directors authorized the repurchase of up to $225.0 million of our 
common stock through March 1, 2020, when and if market conditions warrant and to the extent legally permissible. 
In connection with the February 2019 authorization, the November 2018 authorization was canceled. 
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In February 2017, our Board of Directors authorized a repurchase program for up to $150.0 million of our 
common stock through March 4, 2018, when and if market conditions warranted and to the extent legally 
permissible. During 2018, the Company completed the February 2017 authorization with the repurchase of 
1.4 million shares with an aggregate purchase price of $22.6 million, excluding commissions. 


Additionally, on June 1, 2015, our Board of Directors authorized a repurchase program for up to 
$1,400.0 million of our common stock through January 1, 2017, when and if market conditions warranted and to the 
extent legally permissible. The June 2015 share repurchase program was substantially completed by the expiration 
date. See Note 15 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
information related to our share repurchase programs. 


Guarantees and Other Contingencies 


Year End 
2018 
Léase guarantees (a) o..4¢-0-ei ots poses Gace SEE ea ede eee ee ees $66.3 
Letters of credit (b) 0... cc eee eee e ene e ete teen enene 27.1 
Recourse:on: loans: 29.02 Gai va ad en ald ada dicen ob a da date Geis 0.1 
UGtall ne stick faces eee eee eae Ge eee epee A aan a een $93.5 


(a) Wendy’s has guaranteed the performance of certain leases and other obligations, primarily from former 
Company-operated restaurant locations now operated by franchisees. These leases extend through 2056. 


(b) The Company has outstanding letters of credit with various parties totaling $27.1 million. The Company does 
not expect any material loss to result from these letters of credit because we do not believe performance will be 
required. 


General Inflation, Commodities and Changing Prices 


We believe that general inflation did not have a significant effect on our consolidated results of operations. We 
attempt to manage any inflationary costs and commodity price increases through product mix and selective menu 
price increases. Delays in implementing such menu price increases and competitive pressures may limit our ability to 
recover such cost increases in the future. Inherent volatility experienced in certain commodity markets, such as those 
for beef, chicken, pork, cheese and grains, could have a significant effect on our results of operations and may have an 
adverse effect on us in the future. The extent of any impact will depend on our ability to manage such volatility 
through product mix and selective menu price increases. 


Seasonality 


Wendy’s restaurant operations are moderately seasonal. Wendy’s average restaurant sales are normally higher 
during the summer months than during the winter months. Because the business is moderately seasonal, results for a 
particular quarter are not necessarily indicative of the results that may be achieved for any other quarter or for the full 
fiscal year. 


Off-Balance Sheet Arrangements 


Other than the obligations for guarantees described above in “Guarantees and Other Contingencies,” we do not 
have any off-balance sheet arrangements that have, or are, in the opinion of management, reasonably likely to have, a 
current or future material effect on our financial condition or results of operations. 


Critical Accounting Policies and Estimates 


The preparation of our consolidated financial statements in conformity with accounting principles generally 
accepted in the United States of America requires us to make estimates and assumptions in applying our critical 
accounting policies that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and 
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liabilities at the date of the consolidated financial statements and the reported amount of revenues and expenses 
during the reporting period. Our estimates and assumptions affect, among other things, impairment of goodwill and 
indefinite-lived intangible assets, impairment of long-lived assets, realizability of deferred tax assets, federal and state 
income tax uncertainties and legal and environmental accruals. We evaluate those estimates and assumptions on an 
ongoing basis based on historical experience and on various other factors which we believe are reasonable under the 
circumstances. 


We believe that the following represent our more critical estimates and assumptions used in the preparation of 
our consolidated financial statements: 


¢ Impairment of goodwill and indefinite-lived intangible assets: 


For goodwill impairment testing purposes, Wendy’s includes two reporting units comprised of its 
(1) North America (defined as the United States and Canada) Company-operated and franchise 
restaurants and (2) international franchise restaurants. As of December 30, 2018, all of Wendy’s goodwill 
of $747.9 million was associated with its North America restaurants since its international franchise 
restaurants goodwill was determined to be fully impaired during the fourth quarter of 2013. 


We test goodwill for impairment annually, or more frequently if events or changes in circumstances 
indicate that the asset may be impaired. Our annual impairment test of goodwill may be completed 
through a qualitative assessment to determine if the fair value of the reporting unit is more likely than not 
greater than the carrying amount. If we elect to bypass the qualitative assessment for any reporting units, or 
if a qualitative assessment indicates it is more likely than not that the estimated carrying value of a 
reporting unit exceeds its fair value, we perform a two-step quantitative goodwill impairment test. Under 
the first step, the fair value of the reporting unit is compared with its carrying value (including goodwill). If 
the fair value of the reporting unit is less than its carrying value, an indication of goodwill impairment 
exists for the reporting unit and we must perform step two of the impairment test (measurement). Step 
two of the impairment test, if necessary, requires the estimation of the fair value for the assets and liabilities 
of a reporting unit in order to calculate the implied fair value of the reporting unit’s goodwill. Under step 
two, an impairment loss is recognized to the extent the carrying amount of the reporting unit’s goodwill 
exceeds the implied fair value of goodwill. The fair value of the reporting unit is determined by 
management and is based on the results of (1) estimates we made regarding the present value of the 
anticipated cash flows associated with each reporting unit (the “income approach”) and (2) the indicated 
value of the reporting units based on a comparison and correlation of the Company and other similar 
companies (the “market approach”). 


The income approach, which considers factors unique to each of our reporting units and related long range 
plans that may not be comparable to other companies and that are not yet publicly available, is dependent 
on several critical management assumptions. These assumptions include estimates of future sales growth, 
gross margins, operating costs, income tax rates, terminal value growth rates, capital expenditures and the 
weighted average cost of capital (discount rate). Anticipated cash flows used under the income approach 
are developed every fourth quarter in conjunction with our annual budgeting process and also incorporate 
amounts and timing of future cash flows based on our long range plan. 


The discount rates used in the income approach are an estimate of the rate of return that a market 
participant would expect of each reporting unit. To select an appropriate rate for discounting the future 
earnings stream, a review is made of short-term interest rate yields of long-term corporate and government 
bonds, as well as the typical capital structure of companies in the industry. The discount rates used. for 
each reporting unit may vary depending on the risk inherent in the cash flow projections, as well as the risk 
level that would be perceived by a market participant. A terminal value is included at the end of the 
projection period used in our discounted cash flow analysis to reflect the remaining value that each 
reporting unit is expected to generate. The terminal value represents the present value in the last year of the 
projection period of all subsequent cash flows into perpetuity. The terminal value growth rate is a key 
assumption used in determining the terminal value as it represents the annual growth of all subsequent 
cash flows into perpetuity. 


Under the market approach, we apply the guideline company method in estimating fair value. The 
guideline company method makes use of market price data of corporations whose stock is actively traded 
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in a public market. The corporations we select as guideline companies are engaged in a similar line of 
business or are subject to similar financial and business risks, including the opportunity for growth. The 
guideline company method of the market approach provides an indication of value by relating the equity 
or invested capital (debt plus equity) of guideline companies to various measures of their earnings and cash 
flow, then applying such multiples to the business being valued. The result of applying the guideline 
company approach is adjusted based on the incremental value associated with a controlling interest in the 
business. This “control premium” represents the amount a new controlling shareholder would pay for the 
benefits resulting from synergies and other potential benefits derived from controlling the enterprise. 


Our annual goodwill impairment test was completed through a qualitative assessment performed in the 
fourth quarter of 2018, which indicated the fair value of goodwill of our Wendy’s North America 
restaurants was more likely than not greater than the carrying amount. The Company last completed a 
quantitative assessment in the fourth quarter of 2015, which indicated the fair value of goodwill of our 
Wendy’s North America restaurants exceeded the carrying amount. 


Our indefinite-lived intangible assets represent trademarks and totaled $903.0 million as of December 30, 
2018. We test indefinite-lived intangible assets for impairment annually, or more frequently if events or 
changes in circumstances indicate that the assets may be impaired. Our annual impairment test may be 
completed through a qualitative assessment to determine if the fair value of the indefinite-lived intangible 
assets is more likely than not greater than the carrying amount. If we elect to bypass the qualitative 
assessment, or if a qualitative assessment indicates it is more likely than not that the estimated carrying 
value exceeds the fair value, we test for impairment using a quantitative process. Our quantitative process 
includes comparing the carrying value to the fair value of our indefinite-lived intangible assets, with any 
excess recognized as an impairment loss. Our critical estimates in the determination of the fair value of our 
indefinite-lived intangible assets include the anticipated future revenues of Company-operated and 
franchised restaurants and the resulting cash flows. 


Our annual impairment test for indefinite-lived intangible assets was completed through a qualitative 
assessment performed in the fourth quarter of 2018, which indicated the fair value of indefinite-lived 
intangible assets was more likely than not greater than the carrying amount. The Company last completed 
a quantitative assessment in the fourth quarter of 2015, which indicated the fair value of indefinite-lived 
intangible assets exceeded the carrying amount. 


The estimated fair values of our goodwill reporting units and indefinite-lived intangible assets are subject 
to change as a result of many factors including, among others, any changes in our business plans, changing 
economic conditions and the competitive environment. Should actual cash flows and our future estimates 
vary adversely from those estimates we use, we may be required to recognize impairment charges in future 
years. 


¢ Impairment of long-lived assets: 


As of December 30, 2018, the net carrying value of our long-lived tangible and definite-lived intangible 
assets was $1,213.2 million and $391.2 million, respectively. Our long-lived assets include (1) properties 
and related definite-lived intangible assets (e.g., favorable leases) that are leased and/or subleased to 
franchisees and (2) Company-operated restaurant assets and related definite-lived intangible assets, which 
include favorable leases and reacquired rights under franchise agreements. 


We review our long-lived assets for impairment whenever events or changes in circumstances indicate that 
the carrying amount of an asset may not be recoverable. We assess the recoverability of our long-lived 
assets by comparing the carrying amount of the asset group to future undiscounted net cash flows expected 
to be generated through leases and/or subleases or by our individual Company-operated restaurants. If the 
carrying amount of the long-lived asset group is not recoverable on an undiscounted cash flow basis, then 
impairment is recognized to the extent that the carrying amount exceeds its fair value and is included in 
“Impairment of long-lived assets.” Our critical estimates in this review process include the anticipated 
future cash flows from leases and/or subleases or individual Company-operated restaurants, which is used 
in assessing the recoverability of the respective long-lived assets. Our impairment losses principally reflect 
the deterioration in operating performance of certain Company-operated restaurants and charges for 
capital improvements in restaurants impaired in prior years which did not subsequently recover. 


Our fair value estimates are subject to change as a result of many factors including, among others, any 
changes in our business plans, changing economic conditions and the competitive environment. Should 
actual cash flows and our future estimates vary adversely from those estimates we used, we may be required 
to recognize additional impairment charges in future years. 


* Our ability to realize deferred tax assets: 


We account for income taxes under the asset and liability method. A deferred tax asset or liability is 
recognized whenever there are (1) future tax effects from temporary differences between the financial 
statement carrying amounts of existing assets and liabilities and their respective tax bases and (2) operating 
loss, capital loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted 
tax rates expected to apply to the years in which those differences are expected to be recovered or settled. 


Deferred tax assets are recognized to the extent the Company believes these assets will more likely than not 
be realized. In evaluating the realizability of deferred tax assets, the Company considers all available 
positive and negative evidence, including the interaction and the timing of future reversals of existing 
temporary differences, recent operating results, tax-planning strategies and projected future taxable income. 
In projecting future taxable income, we begin with historical results from continuing operations and 
incorporate assumptions including future operating income, the reversal of temporary differences and the 
implementation of feasible and prudent tax planning strategies. These assumptions require significant 
judgment and are consistent with the plans and estimates we are using to manage our underlying business. 
In evaluating the objective evidence that historical results provide, we consider three years of cumulative 
operating income. 


When considered necessary, a valuation allowance is recorded to reduce the carrying amount of the 
deferred tax assets to their anticipated realizable value. Our evaluation of the realizability of our deferred 
tax assets is subject to change as a result of many factors including, among others, any changes in our 
business plans, changing economic conditions, the competitive environment and the effect of future tax 
legislation. Should future taxable income vary from projected taxable income, we may be required to adjust 
our valuation allowance in future years. 


Net operating loss and credit carryforwards are subject to various limitations and carryforward periods. As of 
December 30, 2018, we have foreign tax credits of $11.9 million and state tax credits of $0.6 million, which 
will begin to expire in 2022 and 2020, respectively. In addition, as of December 30, 2018, we have deferred 
tax assets for foreign net operating loss carryforwards of $0.04 million and state and local net operating loss 
carryforwards of $47.1 million, which will begin to expire in 2023 and 2019, respectively. We believe it is 
more likely than not that the benefit from certain net operating loss carryforwards and tax credits will not be 
realized. In recognition of this risk, we have provided a valuation allowance of $42.2 million. 


e Income tax uncertainties: 


We measure income tax uncertainties in accordance with a two-step process of evaluating a tax position. 
We first determine if it is more likely than not that a tax position will be sustained upon examination 
based on the technical merits of the position. A tax position that meets the more-likely-than-not 
recognition threshold is then measured, for purposes of financial statement recognition, as the largest 
amount that has a greater than 50% likelihood of being realized upon effective settlement. We have 
unrecognized tax benefits of $27.6 million, which if resolved favorably would reduce our tax expense by 
$23.5 million at December 30, 2018. 


We accrue interest related to uncertain tax positions in “Interest expense, net” and penalties in “General 
and administrative.” At December 30, 2018, we had $1.4 million accrued for interest and $0.2 million 
accrued for penalties. 


The Company participates in the Internal Revenue Service (the “IRS”) Compliance Assurance Process 
(“CAP”). As part of CAP, tax years are examined on a contemporaneous basis so that all or most issues are 
resolved prior to the filing of the tax return. As such, our U.S. federal income tax returns for fiscal years 2010 
through 2016 have been settled. Certain of the Company’s state income tax returns from its 2014 fiscal year 
and forward remain subject to examination. We believe that adequate provisions have been made for any 
liabilities, including interest and penalties that may result from the completion of these examinations. 
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¢ Legal and environmental accruals: 


We are involved in litigation and claims incidental to our current and prior businesses. We provide 
accruals for such litigation and claims when payment is probable and reasonably estimable. We believe we 
have adequate accruals for continuing operations for all of our legal and environmental matters, including 
the accrual that we recorded for the legal proceedings related to a cybersecurity incident as described in 
Note 23 of the Financial Statements and Supplementary Data contained in Item 8 herein. See Note 11 of 
the Financial Statements and Supplementary Data contained in Item 8 herein for further information on 
the accrual. We cannot estimate the aggregate possible range of loss for various reasons, including, but not 
limited to, many proceedings being in preliminary stages, with various motions either yet to be submitted 
or pending, discovery yet to occur and/or significant factual matters unresolved. In addition, most cases 
seek an indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of 
settlement discussions or judicial or arbitral decisions are thus inherently difficult. We review our 
assumptions and estimates each quarter based on new developments, changes in applicable law and other 
relevant factors and revise our accruals accordingly. 


New Accounting Standards 


See Note 1 of the Financial Statements and Supplementary Data contained in Item 8 herein for a summary of 
new or amended accounting standards applicable to us. 


Item 7A. Quantitative and Qualitative Disclosures about Market Risk. 


Certain statements the Company makes under this Item 7A constitute “forward-looking statements” under the 
Private Securities Litigation Reform Act of 1995. See “Special Note Regarding Forward-Looking Statements and 
Projections” in “Part I” preceding “Item 1. Risk Factors.” 


We are exposed to the impact of interest rate changes, changes in commodity prices and foreign currency 
fluctuations primarily related to the Canadian dollar. In the normal course of business, we employ established policies 
and procedures to manage our exposure to these changes using financial instruments we deem appropriate. 


Interest Rate Risk 


Our objective in managing our exposure to interest rate changes is to limit the impact on our earnings and cash 
flows. Our policies prohibit the use of derivative instruments for trading purposes and we had no outstanding 
derivative instruments as of December 30, 2018. 


As discussed in Note 12 of the Financial Statements and Supplementary Data contained in Item 8 herein, the 
Company completed a $2,275.0 million securitized financing facility on June 1, 2015. On January 17, 2018, the 
Company completed a $925.0 million refinancing transaction, the proceeds from which were used to repay all 
amounts outstanding on the Series 2015-1 Class A-2-I Notes, to pay prepayment and transaction costs, and for 
general corporate purposes. The Company’s outstanding Series 2015-1 Class A-2 Notes and Series 2018-1 Class A-2 
Notes bear fixed interest rates. Concurrent with the refinancing transaction, the Company also entered into a 
revolving financing facility, the Series 2018-1 Class A-1 Notes, which allows for the drawing of up to $150.0 million 
using various credit instruments, including a letter of credit facility. The Series 2015-1 Class A-1 Notes were canceled 
on the closing date. 


Our long-term debt, including the current portion, aggregated $2,825.9 million and consisted of $2,370.3 million 
of fixed-rate debt and $455.6 million of capital lease obligations as of December 30, 2018 (excluding unamortized debt 
issuance costs and the effect of purchase accounting adjustments). The Company’s predominantly fixed-rate debt 
structure has reduced its exposure to interest rate increases that could adversely affect its earnings and cash flows. The 
Company is exposed to interest rate increases under the Series 2018-1 Class A-1 Notes; however, the Company had no 
outstanding borrowings under its Series 2018-1 Class A-1 Notes as of December 30, 2018. 
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Commodity Price Risk 


We purchase certain food products, such as beef, chicken, pork, cheese and grains, that are affected by changes 
in commodity prices and, as a result, we are subject to variability in our food costs. QSCC, our independent supply 
chain purchasing co-op, negotiates contracts with approved suppliers on behalf of the Wendy’s system to ensure 
favorable pricing for its major food products, as well as maintain an adequate supply of fresh food products. While 
price volatility can occur, which would impact profit margins, the purchasing contracts seek to limit the variability of 
these commodity costs without establishing any firm purchase commitments by us or our franchisees. In addition, we 
believe there are generally alternative suppliers available. Our ability to recover increased commodity costs through 
higher pricing is, at times, limited by the competitive environment in which we operate. 


Foreign Currency Risk 


Our exposures to foreign currency risk are primarily related to fluctuations in the Canadian dollar relative to the 
USS. dollar for our Canadian operations. We monitor these exposures and periodically determine our need for the use 
of strategies intended to lessen or limit our exposure to these fluctuations. We have exposure related to our investment 
in a Canadian subsidiary which is subject to foreign currency fluctuations. The exposure to Canadian dollar exchange 
rates on the Company’s cash flows primarily includes imports paid for by Canadian operations in U.S. dollars and 
payments from the Company’s Canadian operations to the Company’s U.S. operations in U.S. dollars. Revenues 
from our Canadian operations for the years ended December 30, 2018 and December 31, 2017 represented 5% and 
4% of our total revenues, respectively. Accordingly, an immediate 10% change in Canadian dollar exchange rates 
versus the U.S. dollar from their levels at December 30, 2018 and December 31, 2017 would not have a material 
effect on our consolidated financial position or results of operations. 
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Item 8. Financial Statements and Supplementary Data. 


THE WENDY’S COMPANY AND SUBSIDIARIES 
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Stockholders of 
The Wendy’s Company 
Dublin, Ohio 


Opinion on the Financial Statements 


We have audited the accompanying consolidated balance sheets of The Wendy’s Company and subsidiaries (the 
“Company”) as of December 30, 2018 and December 31, 2017, the related consolidated statements of operations, 
comprehensive income, stockholders’ equity, and cash flows, for each of the three years in the period ended 
December 30, 2018, and the related notes (collectively referred to as the “financial statements”). In our opinion, the 
financial statements present fairly, in all material respects, the financial position of the Company as of December 30, 
2018 and December 31, 2017, and the results of its operations and its cash flows for each of the three years in the 
period ended December 30, 2018, in conformity with accounting principles generally accepted in the United States of 
America. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States) (PCAOB), the Company’s internal control over financial reporting as of December 30, 2018, based 
on criteria established in Internal Control—tIntegrated Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission and our report dated February 27, 2019, expressed an unqualified 
opinion on the Company’s internal control over financial reporting. 


Change in Accounting Principle 


As discussed in Note 1 to the financial statements, the Company has changed its method of accounting for 
revenue in 2018 due to the adoption of Accounting Standards Codification No. 606, Revenue from Contracts with 
Customers. 


Basis for Opinion 


These financial statements are the responsibility of the Company’s management. Our responsibility is to express 
an opinion on the Company’s financial statements based on our audits. We are a public accounting firm registered 
with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. 
federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the 


PCAOB. 


We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material 
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to 
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in 
the financial statements. Our audits also included evaluating the accounting principles used and significant estimates 
made by management, as well as evaluating the overall presentation of the financial statements. We believe that our 
audits provide a reasonable basis for our opinion. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
February 27, 2019 


We have served as the Company’s auditor since 1994. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEETS 
(In Thousands Except Par Value) 


ASSETS 


Current assets: 


Cash.and cashequivalents: se.tovs:d:ccadiere diy boee na hanes Ga eta halen ee areaselalg ge 
Restricted ashi 5. cs03 0.5 sede eee we ve ae Pha sd Saab ese eae need 
Accounts and notes receivable, net ...... 0. cc ccc cece teen neces 
TR VEMTOMIES? j.wiss-5-4 ares deta hare dente ede Oa We Ae dee Ghee adit ao ieee 
Prepaid expenses and other current assets ...... 00... eee ee 
Advertising funds restricted assets... 0... eect eens 


‘Lotal Current:assets: 20 soc 255 Ree ando vd aeoeledak eed bodue ann does 


PROPCItlCS 2 sine ssibbes ogtuiere ai oie eaten Piet dog 6 eed wea ee 
Goodwill. cas estes VS AWS GREENE LRG Ned ws Hoar eeoamee dee onees seas 44 
Other intangible assets) oc... de eel ones Seige Shas bed be Shea 


Win VESEMIS LESS 5 -c.c5-ctonace shes oven cbvantgueseck ee anbns eeSodee, shige dn S-leee eateadelesa ts sh Beg eeerendet tea dae 


Net investment in direct financing leases 11... 0. eee ees 
Ger assets)... = eee cea a oe east Ao hg aise ee Spe 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 


Current portion of long-term debt .... 0... 00... cee eee 
Accounts payable 2.5. :-.54. 000 9¢st04sedusesoiteeeegiaddieado mens oneeae 
Accrued expenses and other current liabilities ........ 00.0... eee eee eee 
Advertising funds restricted liabilities... 0.0.0... ee eee 


Total current liabilities... 0... eee eee eee nas 


Longttermdebt® ...0¢cs cscs e00eeeeute tse Gaede ved eee dtee ee eee 


Deferred income taxes .. 0.0... ccc cc eee teen tence enn eens 


Deterred: franchise fees? o:2s-s ee da Cte gies wed oe aod eed oha pide NA Seanb wd odd weceer 


Other liabilities . 2... cence eet e een ene enes 


‘Potaltliabilities: 33.2. c.25-:i edach etacs Mee od Goi eed eee Beeb mee 


Commitments and contingencies 


Stockholders’ equity: 
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Common stock, $0.10 par value; 1,500,000 shares authorized; 470,424 shares 
issued; 231,233 and 240,512 shares outstanding, respectively .............. 
Additional paidiin Capital serie ots tawee ia beeG aus oe hns be aoa losee ee 
Retained earnings (accumulated deficit)... 1... 2. eee eee 
Common stock held in treasury, at cost; 239,191 and 229,912 shares, 
téspectively tats dieie ds dceiiwesse bites cone chided teledd ecees 
Accumulated other comprehensive loss 1.0.0... 0... cece eee eee 


Total:stockholdets equity” a. is.i0sfsie dehy se grees Miers ee acielicacsete 
Total liabilities and stockholders’ equity ......... 0.00 e eee eee eee 


See accompanying notes to consolidated financial statements. 


December 30, December 31, 
2018 2017 


$ 431,405 $ 171,447 


29,860 32,633 
109,805 114,390 
3,687 3,156 
14,452 20,125 
76,509 62,602 


665,718 404,353 
1,213,236 1,263,059 
747,884 743,334 
1,294,153 1,321,585 


47,660 56,002 
226,477 229,089 
96,907 79,516 


$ 4,292,035 $ 4,096,938 


$ 31,655 $ 30,172 


21,741 22,764 
150,636 111,624 
80,153 62,602 


284,185 227,162 
2,752,783 2,724,230 
269,160 299,053 
92,232 10,881 
245,226 262,409 


3,643,586 3,523,735 


47,042 47,042 
2,884,696 2,885,955 
146,277 (163,289) 


(2,367,893) (2,150,307) 
(61,673) (46,198) 


648,449 573,203 
$ 4,292,035 $ 4,096,938 


THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS 


(In Thousands Except Per Share Amounts) 


Revenues: 


DALES: cata bot oP andy eansed arectag as. d ang dea seca guaeatilans ates ayalaseatet 
Franchise royalty revenue and fees ............00000000- 
Franchise rental income 1.1.22... 0.0 eee eee eee ee eee 


Costs and expenses: 


Gost:6f Sales” og ages dadieeda dagtadss aw dawn d ead 
Franchise support and other costs ............00 eee eee 
Franchise rental expense ........ 0.00 eee eee eee eee 
Advertising funds expense ........... 0. eee eee eee eee 
General and administrative ....... 0... cee eee eee eee 
Depreciation and amortization .............. 000 eee e eee 
System optimization (gains) losses, net ..............00-. 
Reorganization and realignment costs ............0.0000- 
Impairment of long-lived assets... 0.0.0.0... eee eee 
Other operating income, net....... 0... eee eee eee 


Operating profit .4.4 veces eeale bed eeeene ee ates 
[nterést expense, NEU « eiiorieideisa vised dee oiaieidht we 
Loss on early extinguishment of debt ..................00004 
Investihent INCOME; NEt: skis eh etree hee Sa ee eee eee ie 
Other income; Met heed assuds teas swans eeeanradagee oh sae 


BASIC: os, She hoe eit F dek cee Soa hance ie Be ee awk hee ea 


Year Ended 
December 30, December 31, January 1, 
a“ mails amy 
$ 651,577 $ 622,802 $ 920,758 
409,043 410,503 371,545 
203,297 190,103 143,115 
326,019 — —_ 
1,589,936 1,223,408 1,435,418 
548,588 517,935 752,079 
25,203 16,325 6,885 
91,104 88,015 67,760 
321,866 — — 
217,489 203,593 236,786 
128,879 125,687 122,704 
(463) 39,076 (71,931) 
9,068 22,574 10,083 
4,697 4,097 16,241 
(6,387) (8,652) (19,969) 
1,340,044 1,008,650 1,120,638 
249,892 214,758 314,780 
(119,618) (118,059) (114,802) 
(11,475) = = 
450,736 2,703 723 
5,381 1,617 989 
574,916 101,019 201,690 
(114,801) 93,010 (72,066) 
$ 460,115 $ 194,029 $ 129,624 
$ 1.93 $ 79 $ 49 
1.88 .77 49 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
(In Thousands) 


NePifCOME 3. cise ae dea ceed SOO Pete e ede ei ee 
Other comprehensive (loss) income, net: 
Foreign currency translation adjustment ......... 000 cece eee eee ee 
Change in unrecognized pension loss: 
Unrealized gains (losses) arising during the period ................. 
Income 'tax (provision) benefit... sens adres ade douenee ease qe 
Final settlement of pension liability ........... 0.0.00. eee eee eee 


Effect of cash flow hedges: 
Reclassification of losses into Net income ........... 0000 cee eeeee 
IncOMe tak PLOVISION s4.cih0 woke Sais s eked dates ViaNatedasae ds 


Other comprehensive (loss) income, net 1... 0... eee eee eee 


Comprehensive income ......... 0.0 cece cece eens 


Year Ended 
December 30, December 31, ‘January 1, 
20g 207 | 2007 
$460,115 $194,029 $129,624 
(16,524) 15,150 5,864 
156 156 (90) 
(39) (60) 34 
932 — — 
1,049 96 (56) 
— 2,894 2,894 
— (1,097) (1,120) 
— 1,797 1,774 
(15,475) 17,043 7382 
$444,640 $211,072 $137,206 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 
(In Thousands) 


Retained Common Accumulated 
Additional Earnings Stock Other 
Common Paid-In (Accumulated Held in Comprehensive 
Stock Capital Deficit) Treasury Loss Total 
Balance at January 3, 2016 ..cccsciwcatiass coe $47,042 $2,874,752  $(356,632) $(1,741,425) $(70,823)  $ 752,914 
Net income .... 0.0.0.0 cece cee eee eee — — 129,624 — —_ 129,624 
Other comprehensive income, net .......... — — — — 7,582 7,582 
Cash dividends ............ 0c cece eens — — (63,832) — — (63,832) 
Repurchases of common stock ............. —s — _ (335,258) — (335,258) 
Share-based compensation .............04. — 18,141 — — — 18,141 
Common stock issued upon exercises of stock 
OPUOMS: sachin Vie une vse bak eich eau. — (6,395) — 25,376 — 18,981 
Common stock issued upon vesting of 
restricted shares ... 0.0.0.0 0 cece eee cease — (11,195) — 7,333 oa (3,862) 
Tax benefit from share-based compensation . . _ 3,257 — — — 3,257 
COMER 5 ses e telesales Wn acon eaiaetyee aces — 29 (17) 177 —_ 189 
Balance‘at January 1; 2017 scc5 cscs cals gress 47,042 2,878,589 (290,857) (2,043,797) (63,241) 527,736 
NGt INCOME aaa. cdie scseiave eceraes ga rersasverd w se eer = — 194,029 — — 194,029 
Other comprehensive income, net .......... —_ — — — 17,043 17,043 
Cashidividends ° 40x. s060s.tan and sds on ncaa: — — (68,322) — — (68,322) 
Repurchases of common stock............. — — — (127,490) — (127,490) 
Share-based compensation .............00. = 20,928 = — — 20,928 
Common stock issued upon exercises of stock 
OPUONS Vs nsci sas cas nededar en ade as _ (3,959) — 16,655 — 12,696 
Common stock issued upon vesting of 
restricted shares ..... 0.0.00 cece eee eae — (9,683) — 4,186 — (5,497) 
Cumulative effect of change in accounting 
PEUCIP lS desi sce Wadnings vores ieysstiaiere dukes anahoNiie = — 1,880 — — 1,880 
O}ENGR, 2.00 his. eects ere parsed acnueuenael- nearness — 80 (19) 139 — 200 
Balance at December 31, 2017 ...........0005. 47,042 2,885,955 (163,289) — (2,150,307) (46,198) 573,203 
Net iNCOMe basics ceedassdreawan rence a — 460,115 — — 460,115 
Other comprehensive loss, net ............. —_ — — — (15,475) (15,475) 
Gash dividends sacss tan cacex sacs eanee ou — — (80,532) — — (80,532) 
Repurchases of common stock ............. — —_ — (270,377) — (270,377) 
Share-based compensation .............00. — 17,918 —_— — — 17,918 
Common stock issued upon exercises of stock 
OPTIONS car digse rdoariersi sug senso win Bin Rene alaes — (9,582) — 48,401 — 38,819 
Common stock issued upon vesting of 
restricted shares ...... 00... c cece cece — (9,711) — 4,280 — (5,431) 
Cumulative effect of change in accounting 
PHACPle tac c ada dosnedar wade nsec _ — (70,210) = — (70,210) 
Othe tf 55a Seis ara hk oes deaarRees — 116 193 110 — 419 
Balance at December 30, 2018 .............0.. $47,042 $2,884,696 $146,277 $(2,367,893) $(61,673) $ 648,449 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 
(In Thousands) 


Cash flows from operating activities: 
INGE UA GOMD ES 5 5 sched Sous tuk Susie ad: iave and slatecbactitusted Sues e op eaeeogtes hates asin Spebbebe a 
Adjustments to reconcile net income to net cash provided by operating 
activities: 

Depreciation and amortization ........ 0.0 
Share-baséd Compensation 4 sc ieck esses tewsdawsp erarnaeees aan eacd 
Impairment of long-lived assets... 0... 0. cee eee 
Detettéed income tat. s.ccsasicdnea deds cdgbatnkbanesdesradueraceaae 
Non-cash rental income, net ... 0.0.0.0. c cece eee eee nee 
Net receipt of deferred vendor incentives ...........0000 0c e eee ee 
System optimization (gains) losses, net .......... 000 ee eee ee eee ee 
Gain on sale of investments, net... 6.66. eee eee eee 
Distributions received from TimWen joint venture .............0004 
Equity in earnings in joint ventures, net 2... 6... ee eee eee 
Long-term debt-related activities, net (see below) ...............0.. 
Other, Nets cicbisa dc tianesea ne vaot eae tie tek daaeks eve ded 

Changes in operating assets and liabilities: 
Accounts and notes receivable, net .... 0.0.00... cece eee eee eee 
TiAVETLOTIES sn doscane die i aye suena d celbuRaceceuive ine Gag aati Rietele woe Bean’ 
Prepaid expenses and other current assets .......... 00000 eee 
Advertising funds restricted assets and liabilities ............... 
Accotints payable: i ccisise io ak eee NR ee ba ca eee 
Accrued expenses and other current liabilities ...............0. 


Net cash provided by operating activities ..............0.. 


Cash flows from investing activities: 
Capitalexpenditures 5.i2v cies vee ietadenreuese aebeneaeds 
ACQUISITIONS fis ie ts cage ee RS Gants ets erence dG aaa ead 
DISPOSIMONS 4.6 ecctve so eared down See Hats dum ere etebe Cae ala, « 
Proceeds from sale of investments 1.0.0.0... eee eee 
Notes receivable, net 2... 0.0... ccc cece eee eens 
Payments for investments 


Net cash provided by (used in) investing activities .......... 


Cash flows from financing activities: 
Proceeds from long-term debt .......... 0.00 e cece eee eee 
Repayments of long-term debt ............ 00000 cece eee eee eee 
Deferred financing costs 64522 2cSi8 eawien ace toe eeeeG Gale boa eats 
Repurchases of common stock ...... 00... eee eee ee 
Dividends: sisi: ias viet wd ead Mctae neue aus Goae eee ees 
Proceeds from stock option exercises 66.6... eee eee eee eee 
Payments related to tax withholding for share-based compensation ..... 
Contingent consideration payment ........ 0.0 


Net cash used in financing activities ........ 0.0.00. e eee 


Net cash provided by (used in) operations before effect of exchange rate changes on 
cash 


Net increase (decrease) in cash, cash equivalents and restricted cash. ............ 
Cash, cash equivalents and restricted cash at beginning of period .............. 


Cash, cash equivalents and restricted cash at end of period 
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Year Ended 
December 30, December 31, January 1, 
201s cat casa 
$ 460,115 $194,029 $ 129,624 
128,879 125,687 124,304 
17,918 20,928 18,141 
4,697 4,097 16,241 
(6,568) (119,330) (14,213) 
(17,043) (11,822) (7,543) 
139 1,901 959 
(463) 39,076 (71,931) 
(450,000) (2,570) (497) 
13,390 11,713 11,426 
(8,076) (7,573) (8,351) 
18,673 12,075 11,767 
5,178 1,253 3,719 
13,226 (17,340) (34,213) 
(434) (305) 34 
6,824 (3,488) (3,276) 
13,955 (12,230) 5,572 
(145) (2,290) (6,635) 
23,963 4,982 18,697 
224,228 238,793 193,825 
(69,857) (81,710) (150,023) 
(21,401) (86,788) (2,209) 
3,223 81,516 262,173 
450,000 4,111 890 
959 (9,000) (3,581) 
(13) (375) (172) 
362,911 (92,246) 107,078 
934,837 31,130 —_ 
(900,072) (58,113) (24,617) 
(17,340) (1,424) (1,983) 
(269,809) (126,231) (336,958) 
(80,532) (68,322) (63,832) 
45,228 12,884 19,773 
(11,805) (5,721) (4,444) 
(6,269) — — 
(305,762) (215,797) (412,061) 
281,377 (69,250) (111,158) 
(7,689) 6,125 2,127 
273,688 (63,125) (109,031) 
212,824 275,949 384,980 
$486,512 $212,824 $275,949 


THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS—CONTINUED 
(In Thousands) 


Detail of cash flows from operating activities: 
Long-term debt-related activities, net: 
Loss on early extinguishment of debt ...................0005 
Accretion of long-term debt ........ 0... e cece e eee eee 
Amortization of deferred financing costs ..............020005 
Reclassification of unrealized losses on cash flow hedges ........ 


Supplemental cash flow information: 
Cash paid for: 


TRSRESE sec cts se scie ac arcs sass es ar-Bsclesev aerate ie seed aul seats aera ocesn Soane sae 


Supplemental non-cash investing and financing activities: 
Capital expenditures included in accounts payable ................. 
Capitalized lease obligations ....... 00... c eee eee 
Accrued debt issuance Costs 0... 6. ccc ce eee nee tenn nes 


Reconciliation of cash, cash equivalents and restricted cash at end of period: 
Cash and cash equivalents 2.0.2.0... cece eee tee eee 
Restricted cash . 0... ccc ccc cence teen eet eee nnenes 
Restricted cash, included in Advertising funds restricted assets ........ 
Restricted cash, included in Other assets ..........0 00 cece eee eeee 


Total cash, cash equivalents and restricted cash ...........00.. 


Year Ended 
December 30, December 31, ‘January 1, 
aig) 20172017 
$ 11,475 $ — $ aa 
1,255 1,237 1,220 
5,943 7,944 7,653 
— 2,894 2,894 
$ 18,673 $12,075 $ 11,767 
$137,607 $128,989 $117,583 
102,827 29,311 77,620 
$ 6,460 $ 5,810 $ 11,325 
6,569 276,971 104,119 
240 — 512 
December 30, December 31, ‘January 1, 
alt a ay 
$431,405 $171,447 $198,240 
29,860 32,633 57,612 
25,247 8,579 19,359 
— 165 738 
$486,512 $212,824 $275,949 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(In Thousands Except Per Share Amounts) 


(1) Summary of Significant Accounting Policies 
Corporate Structure 


The Wendy’s Company (“The Wendy’s Company” and, together with its subsidiaries, the “Company,” “we,” 
“us,” or “our”) is the parent company of its 100% owned subsidiary holding company, Wendy’s Restaurants, LLC 
(“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company of Wendy’s International, LLC and _ its 
subsidiaries (“Wendy’s”). Wendy’s franchises and operates Wendy’s® quick-service restaurants specializing in 
hamburger sandwiches throughout North America (defined as the United States of America (“U.S.”) and Canada). 
Wendy’s also has franchised restaurants in 30 foreign countries and U.S. territories. At December 30, 2018, Wendy’s 
operated and franchised 353 and 6,358 restaurants, respectively. 


The Company manages and internally reports its business geographically. The operation and franchising of 
Wendy’s restaurants in North America comprises virtually all of our current operations and represents a single 
reportable segment. The revenues and operating results of Wendy’s restaurants outside of North America are not 
material. 


Principles of Consolidation 


The accompanying consolidated financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America (“GAAP”) and include all of the Company’s 
subsidiaries. All intercompany balances and transactions have been eliminated in consolidation. 


The Company maintains two national advertising funds (the “Advertising Funds”) established to collect and 
administer funds contributed for use in advertising and promotional programs for Company-operated and franchised 
restaurants in North America. Prior to the adoption of new guidance for revenue recognition on January 1, 2018, the 
revenue, expenses and cash flows of the Advertising Funds were not included in the Company’s consolidated 
statements of operations or consolidated statements of cash flows because the contributions to the Advertising Funds 
were designated for specific purposes and the Company acted as an agent, in substance, with regard to these 
contributions. Under the new revenue recognition guidance, which supersedes previous industry-specific guidance, 
the revenue, expenses and cash flows of the Advertising Funds are fully consolidated into the Company’s consolidated 
statements of operations and cash flows beginning January 1, 2018 on a prospective basis. See “New Accounting 
Standards Adopted” below for further information. 


The preparation of consolidated financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the consolidated financial statements and the reported amount of revenues and expenses 
during the reporting period. Actual results could differ materially from those estimates. 


Fiscal Year 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended December 30, 2018” or “2018,” (2) “the year ended 
December 31, 2017” or “2017” and (3) “the year ended January 1, 2017” or “2016,” all of which consisted of 52 
weeks. 


Reclassifications 


Certain reclassifications have been made to the prior year presentation to conform to the current year 
presentation. 


The Company has reclassified certain costs associated with the Company’s franchise operations to “Franchise 
support and other costs,” which were previously recorded to “Other operating income, net” and “General and 
administrative.” The costs reclassified include costs incurred to provide direct support services to our franchisees, as 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


well as certain other direct and incremental costs for the Company’s franchise operations. Also, the Company 
reclassified certain restaurant operational costs from “General and administrative” to “Cost of sales.” The Company 
believes this new presentation will aid users in understanding its results of operations. The prior periods reflect the 
reclassification of these expenses to conform to the current year presentation. There was no impact to operating profit, 
income before income taxes or net income as a result of these reclassifications. 


The following tables illustrate the expense reclassifications made to the consolidated statements of operations 
for the years ended December 31, 2017 and January 1, 2017: 


Year Ended December 31, 2017 


Reclassifications 
Franchise Restaurant 
As Previously support and operational As Currently 
Reported other costs costs Reported 
Gost OF SAlES: aos etiona wtietdee treed db ep Wid dae eed Rees $512,947 $ — $4,988 $517,935 
Franchise support and other costs 1... 0... eee ee eee eee ee — 16,325 — 16,325 
General and administrative 0.0.0.0... cece cece eee eee 208,581 — (4,988) 203,593 
Other operating expense (income), net .......... 00... eee 7,673 (16,325) — (8,652) 
$729,201 $ — $ — $729,201 
Year Ended January 1, 2017 
Reclassifications 
Franchise Restaurant 
As Previously support and operational As Currently 
(COStOE SALES esc Sata dedi cs Scosche te teastesaose ns shane toes adeltees dete $744,701 $ — $7,378 $752,079 
Franchise support and other costs 1.0.0... . cece eee eee — 6,885 — 6,885 
General and administrative ....... 00000. c cece eee eee eee 245,869 (1,705) (7,378) 236,786 
Other operating income, net ... 0... 0... eee eee (14,789) (5,180) — (19,969) 
$975,781 $ — $$ — _ $975,781 


Cash and Cash Equivalents 


All highly liquid investments with a maturity of three months or less when acquired are considered cash 
equivalents. The Company’s cash and cash equivalents principally consist of cash in bank and money market mutual 
fund accounts and are primarily not in Federal Deposit Insurance Corporation insured accounts. 


We believe that our vulnerability to risk concentrations in our cash equivalents is mitigated by (1) our policies 
restricting the eligibility, credit quality and concentration limits for our placements in cash equivalents and 
(2) insurance from the Securities Investor Protection Corporation of up to $500 per account, as well as supplemental 
private insurance coverage maintained by substantially all of our brokerage firms, to the extent our cash equivalents 
are held in brokerage accounts. 


Restricted Cash 


In accordance with the Company’s securitized financing facility, certain cash accounts have been established 
with the trustee for the benefit of the trustee and the noteholders, and are restricted in their use. Such restricted cash 
primarily represents cash collections and cash reserves held by the trustee to be used for payments of principal, interest 
and commitment fees required for the Company’s senior secured notes. Furthermore, certain cash receipts from asset 
dispositions and insurance proceeds held by the trustee are restricted for reinvestment in capital assets useful to the 
Company’s operations in accordance with the securitized financing facility. In addition, the Company has 
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outstanding letters of credit with various parties that are cash collateralized. The related cash collateral is classified as 
restricted cash in the consolidated balance sheets. Restricted cash also includes cash collected by the Advertising 
Funds, usage of which is restricted for advertising activities. Refer to Note 7 for further information. 


Accounts and Notes Receivable, Net 


Accounts and notes receivable, net, consist primarily of royalties, rents, property taxes and franchise fees due 
principally from franchisees, credit card receivables and refundable income taxes. The need for an allowance for 
doubtful accounts is reviewed on a specific identification basis based upon past due balances and the financial strength 
of the obligor. 


Inventories 


The Company’s inventories are stated at the lower of cost or net realizable value, with cost determined in 
accordance with the first-in, first-out method and consist primarily of restaurant food items and paper supplies. 


Properties and Depreciation and Amortization 


Properties are stated at cost, including capitalized internal costs of employees to the extent such employees are 
dedicated to specific restaurant construction projects, less accumulated depreciation and amortization. Depreciation 
and amortization of properties is computed principally on the straight-line basis using the following estimated useful 
lives of the related major classes of properties: three to 20 years for office and restaurant equipment (including 
technology), three to 15 years for transportation equipment and seven to 30 years for buildings and improvements. 
When the Company commits to a plan to cease using certain properties before the end of their estimated useful lives, 
depreciation expense is accelerated to reflect the use of the assets over their shortened useful lives. Capital leases and 
leasehold improvements are amortized over the shorter of their estimated useful lives or the terms of the respective 
leases, including periods covered by renewal options that the Company is reasonably assured of exercising. 


The Company reviews properties for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset group may not be recoverable. If such review indicates an asset group may not be 
recoverable, an impairment loss is recognized for the excess of the carrying amount over the fair value of an asset 
group to be held and used or over the fair value less cost to sell of an asset to be disposed. See “Impairment of Long- 
Lived Assets” below for further information. 


The Company classifies assets as held for sale and ceases depreciation of the assets when there is a plan for 
disposal of the assets and those assets meet the held for sale criteria. Assets held for sale are included in “Prepaid 
expenses and other current assets” in the consolidated balance sheets. 


Goodwill 


Goodwill, representing the excess of the cost of an acquired entity over the fair value of the acquired net assets, 
is not amortized. Goodwill associated with our Company-operated restaurants is reduced as a result of restaurant 
dispositions based on the relative fair values and is included in the carrying value of the restaurant in determining the 
gain or loss on disposal. If a Company-operated restaurant is sold within two years of being acquired from a 
franchisee, the goodwill associated with the acquisition is written off in its entirety. For goodwill impairment testing 
purposes, we include two reporting units comprised of our (1) North America Company-operated and franchise 
restaurants and (2) international franchise restaurants. The Company tests goodwill for impairment annually during 
the fourth quarter, or more frequently if events or changes in circumstances indicate that the asset may be impaired. 
Our annual impairment test of goodwill may be completed through a qualitative assessment to determine if the fair 
value of the reporting unit is more likely than not greater than the carrying amount. If we elect to bypass the 
qualitative assessment for any reporting units, or if a qualitative assessment indicates it is more likely than not that the 
estimated carrying value of a reporting unit exceeds its fair value, we perform a two-step quantitative goodwill 
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impairment test. Under the first step, the fair value of the reporting unit is compared with its carrying value 
(including goodwill). If the fair value of the reporting unit is less than its carrying value, an indication of goodwill 
impairment exists for the reporting unit and we must perform step two of the impairment test (measurement). Step 
two of the impairment test, if necessary, requires the estimation of the fair value for the assets and liabilities of a 
reporting unit in order to calculate the implied fair value of the reporting unit’s goodwill. If the carrying amount of a 
reporting unit’s goodwill exceeds the implied fair value of that goodwill, an impairment loss is recognized in an 
amount equal to that excess. 


Our fair value estimates are subject to change as a result of many factors including, among others, any changes 
in our business plans, changing economic conditions and the competitive environment. Should actual cash flows and 
our future estimates vary adversely from those estimates we use, we may be required to recognize goodwill impairment 
charges in future years. 


Impairment of Long-Lived Assets 


Our long-lived assets include (1) properties and related definite-lived intangible assets (e.g., favorable leases) 
that are leased and/or subleased to franchisees and (2) Company-operated restaurant assets and related definite-lived 
intangible assets, which include favorable leases and reacquired rights under franchise agreements. 


We review our long-lived assets for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset may not be recoverable. We assess the recoverability of our long-lived assets by comparing 
the carrying amount of the asset group to future undiscounted net cash flows expected to be generated through leases 
and/or subleases or by our individual Company-operated restaurants. If the carrying amount of the long-lived asset 
group is not recoverable on an undiscounted cash flow basis, then impairment is recognized to the extent that the 
carrying amount exceeds its fair value and is included in “Impairment of long-lived assets.” Our critical estimates in 
this review process include the anticipated future cash flows from leases and/or subleases or individual Company- 
operated restaurants, which is used in assessing the recoverability of the respective long-lived assets. 


Our fair value estimates are subject to change as a result of many factors including, among others, any changes 
in our business plans, changing economic conditions and the competitive environment. Should actual cash flows and 
our future estimates vary adversely from those estimates we used, we may be required to recognize additional 
impairment charges in future years. 


Other Intangible Assets 


Definite-lived intangible assets are amortized on a straight-line basis using the following estimated useful lives of 
the related classes of intangibles: for favorable leases, the terms of the respective leases, including periods covered by 
renewal options that the Company is reasonably assured of exercising; one to five years for computer software; four to 
20 years for reacquired rights under franchise agreements; and 20 years for franchise agreements. Trademarks have an 
indefinite life and are not amortized. 


The Company reviews definite-lived intangible assets for impairment whenever events or changes in 
circumstances indicate that the carrying amount of the intangible asset may not be recoverable. Indefinite-lived 
intangible assets are tested for impairment at least annually, or more frequently if events or changes in circumstances 
indicate that the assets may be impaired. Our annual impairment test for indefinite-lived intangible assets may be 
completed through a qualitative assessment to determine if the fair value of the indefinite-lived intangible assets is 
more likely than not greater than the carrying amount. If we elect to bypass the qualitative assessment, or if a 
qualitative assessment indicates it is more likely than not that the estimated carrying value exceeds the fair value, we 
test for impairment using a quantitative process. If the Company determines that impairment of its intangible assets 
may exist, the amount of impairment loss is measured as the excess of carrying value over fair value. Our estimates in 
the determination of the fair value of indefinite-lived intangible assets include the anticipated future revenues of 
Company-operated and franchised restaurants and the resulting cash flows. 


67 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


Investments 


The Company has a 50% share in a partnership in a Canadian restaurant real estate joint venture (“TimWen”) 
with a subsidiary of Restaurant Brands International Inc., a quick-service restaurant company that owns the Tim 
Hortons® brand (Tim Hortons is a registered trademark of Tim Hortons USA Inc.). In addition, the Company has a 
20% share in a joint venture for the operation of Wendy’s restaurants in Brazil (the “Brazil JV”). The Company has 
significant influence over these investees. Such investments are accounted for using the equity method, under which 
our results of operations include our share of the income (loss) of the investees in “Other operating income, net.” 
Other investments in equity securities, including investments in limited partnerships, in which the Company does not 
have significant influence, and for which there is not a readily determinable fair value, are recorded at cost, less any 
impairment, plus or minus changes resulting from observable price changes in orderly transactions for an identical or 
similar investment of the same issuer. Realized gains and losses are reported as income or loss in the period in which 
the securities are sold or otherwise disposed. Cash distributions and dividends received that are determined to be 
returns of capital are recorded as a reduction of the carrying value of our investments and returns on our investments 
are recorded to “Investment income, net.” 


The difference between the carrying value of our TimWen equity investment and the underlying equity in the 
historical net assets of the investee is accounted for as if the investee were a consolidated subsidiary. Accordingly, the 
carrying value difference is amortized over the estimated lives of the assets of the investee to which such difference 
would have been allocated if the equity investment were a consolidated subsidiary. To the extent the carrying value 
difference represents goodwill, it is not amortized. 


Share-Based Compensation 


The Company has granted share-based compensation awards to certain employees under several equity plans 
(the “Equity Plans”). The Company measures the cost of employee services received in exchange for an equity award, 
which include grants of employee stock options and restricted shares, based on the fair value of the award at the date 
of grant. Share-based compensation expense is recognized net of estimated forfeitures, determined based on historical 
experience. The Company recognizes share-based compensation expense over the requisite service period unless the 
awards are subject to performance conditions, in which case we recognize compensation expense over the requisite 
service period to the extent performance conditions are considered probable. The Company determines the grant date 
fair value of stock options using a Black-Scholes-Merton option pricing model (the “Black-Scholes Model”). The 
grant date fair value of restricted share awards (“RSAs”), restricted share units (“RSUs”) and performance-based 
awards are determined using the average of the high and low trading prices of our common stock on the date of grant, 
unless the awards are subject to market conditions, in which case we use a Monte Carlo simulation model. The 
Monte Carlo simulation model utilizes multiple input variables to estimate the probability that market conditions will 
be achieved. 


Foreign Currency Translation 


Substantially all of the Company’s foreign operations are in Canada where the functional currency is the 
Canadian dollar. Financial statements of foreign subsidiaries are prepared in their functional currency and then 
translated into U.S. dollars. Assets and liabilities are translated at the exchange rate as of the balance sheet date and 
revenues, costs and expenses are translated at a monthly average exchange rate. Net gains or losses resulting from the 
translation are recorded to the “Foreign currency translation adjustment” component of “Accumulated other 
comprehensive loss.” Gains and losses arising from the impact of foreign currency exchange rate fluctuations on 
transactions in foreign currency are included in “General and administrative.” 


Income Taxes 


The Company accounts for income taxes under the asset and liability method. A deferred tax asset or liability is 
recognized whenever there are (1) future tax effects from temporary differences between the financial statement 
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carrying amounts of existing assets and liabilities and their respective tax bases and (2) operating loss, capital loss and 
tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to 
the years in which those differences are expected to be recovered or settled. 


Deferred tax assets are recognized to the extent the Company believes these assets will more likely than not be 
realized. In evaluating the realizability of deferred tax assets, the Company considers all available positive and negative 
evidence, including the interaction and the timing of future reversals of existing temporary differences, projected 
future taxable income, recent operating results and tax-planning strategies. When considered necessary, a valuation 
allowance is recorded to reduce the carrying amount of the deferred tax assets to their anticipated realizable value. 


The Company records uncertain tax positions on the basis of a two-step process whereby we first determine if it 
is more likely than not that a tax position will be sustained upon examination, including resolution of any related 
appeals or litigation processes, based on the technical merits of the position. A tax position that meets the more-likely- 
than-not recognition threshold is then measured for purposes of financial statement recognition as the largest amount 
of benefit that is greater than 50% likely of being realized upon being effectively settled. 


Interest accrued for uncertain tax positions is charged to “Interest expense, net.” Penalties accrued for uncertain 
tax positions are charged to “General and administrative.” 


Restaurant Acquisitions and Dispositions 


The Company accounts for the acquisition of restaurants from franchisees using the acquisition method of 
accounting for business combinations. The acquisition method of accounting involves the allocation of the purchase 
price to the estimated fair values of the assets acquired and liabilities assumed. This allocation process requires the use 
of estimates and assumptions to derive fair values and to complete the allocation. The excess of the purchase price 
over the fair values of the assets acquired and liabilities assumed represents goodwill derived from the acquisition. See 
“Goodwill” above for further information. 


In connection with the sale of Company-operated restaurants to franchisees, the Company typically enters into 
several agreements, in addition to an asset purchase agreement, with franchisees including franchise, development, 
relationship and lease agreements. The Company typically sells restaurants’ cash, inventory and equipment and retains 
ownership or the leasehold interest to the real estate to lease and/or sublease to the franchisee. The Company has 
determined that its restaurant dispositions usually represent multiple-element arrangements, and as such, the cash 
consideration received is allocated to the separate elements based on their relative selling price. Cash consideration 
generally includes up-front consideration for the sale of the restaurants, technical assistance fees and development fees 
and future cash consideration for royalties and lease payments. The Company considers the future lease payments in 
allocating the initial cash consideration received. The Company obtains third-party evidence to estimate the relative 
selling price of the stated rent under the lease and/or sublease agreements which is primarily based upon comparable 
market rents. Based on the Company’s review of the third-party evidence, the Company records favorable or 
unfavorable lease assets/liabilities with a corresponding offset to the gain or loss on the sale of the restaurants. The 
cash consideration per restaurant for technical assistance fees and development fees is consistent with the amounts 
stated in the related franchise agreements which are charged for separate standalone arrangements. Therefore, the 
Company recognizes the technical assistance and development fees when earned. Future royalty income is also 
recognized in revenue as earned. See “Revenue Recognition” below for further information. 


Revenue Recognition 


“Sales” includes revenues recognized upon delivery of food to the customer at Company-operated restaurants. 
“Sales” excludes taxes collected from the Company’s customers. Revenue is recognized when the food is purchased. by 
the customer, which is when our performance obligation is satisfied. “Sales” also includes income for gift cards. Gift 
card payments are recorded as deferred income when received and are recognized as revenue in proportion to actual 
gift card redemptions. 
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“Franchise royalty revenue and fees” includes royalties, new build technical assistance fees, renewal fees, 
franchisee-to- franchisee restaurant transfer (“Franchise Flip”) technical assistance fees, Franchise Flip advisory fees 
and development fees. Royalties from franchised restaurants are based on a percentage of sales of the franchised 
restaurant and are recognized as earned. New build technical assistance fees, renewal fees and Franchise Flip technical 
assistance fees are recorded as deferred revenue when received and recognized as revenue over the contractual term of 
the franchise agreements, once the restaurant has opened. Development fees are deferred when received, allocated to 
each agreed upon restaurant, and recognized as revenue over the contractual term of each respective franchise 
agreement, once the restaurant has opened. These franchise fees are considered highly dependent upon and 
interrelated with the franchise right granted in the franchise agreement. Franchise Flip advisory fees include valuation 
services and fees for selecting pre-approved buyers for Franchise Flips. Franchise Flip advisory fees are paid by the 
seller and are recognized as revenue at closing of the Franchise Flip transaction. 


“Advertising funds revenue” includes contributions to the Advertising Funds by franchisees. Revenue related to 
these contributions is based on a percentage of sales of the franchised restaurants and is recognized as earned. 


“Franchise rental income” includes rental income from properties owned and leased by the Company and 
leased or subleased to franchisees. Rental income is recognized on a straight-line basis over the respective operating 
lease terms. Favorable and unfavorable lease amounts related to the leased and/or subleased properties are amortized 
to rental income on a straight-line basis over the remaining term of the leases. 


See “New Accounting Standards Adopted” below for a description of changes to our revenue recognition policies 
resulting from the adoption of the new accounting guidance for revenue recognition effective January 1, 2018. 


Cost of Sales 


Cost of sales includes food and paper, restaurant labor and occupancy, advertising and other operating costs 
relating to Company-operated restaurants. Cost of sales excludes depreciation and amortization expense. 


Vendor Incentives 


The Company receives incentives from certain vendors. These incentives are recognized as earned and are 
classified as a reduction of “Cost of sales.” 


Advertising Costs 


Advertising costs are expensed as incurred and are included in “Cost of sales” and “Advertising funds expense.” 
Production costs of advertising are expensed when the advertisement is first released. 


Franchise Support and Other Costs 


The Company incurs costs to provide direct support services to our franchisees, as well as certain other direct 
and incremental costs to the Company’s franchise operations. These costs primarily relate to franchise development 
services, facilitating Franchise Flips and information technology services, which are charged to “Franchise support and 
other costs,” as incurred. 


Self-Insurance 


The Company is self-insured for most workers’ compensation losses and health care claims and purchases 
insurance for general liability and automotive liability losses, all subject to a $500 per occurrence retention or 
deductible limit. The Company provides for their estimated cost to settle both known claims and claims incurred but 
not yet reported. Liabilities associated with these claims are estimated, in part, by considering the frequency and 
severity of historical claims, both specific to us, as well as industry-wide loss experience and other actuarial 
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assumptions. We determine our insurance obligations with the assistance of actuarial firms. Since there are many 
estimates and assumptions involved in recording insurance liabilities and in the case of workers’ compensation a 
significant period of time elapses before the ultimate resolution of claims, differences between actual future events and 
prior estimates and assumptions could result in adjustments to these liabilities. 


Leases 


The Company operates restaurants that are located on sites owned by us and sites leased by us from third 
parties. In addition, the Company owns and leases sites from third parties, which it leases and/or subleases to 
franchisees. At inception, each lease or sublease is evaluated to determine whether the lease will be accounted for as an 
operating or capital lease, including the determination of direct financing leases based on its terms. Capital lease assets 
and related obligations are recorded at the lower of the present value of future minimum lease payments or fair market 
value at lease inception. When determining the lease term, we include option periods for which failure to renew the 
lease imposes a significant economic detriment. For properties used for Company-operated restaurants, the primary 
economic detriment relates to the existence of unamortized leasehold improvements which might be impaired if we 
choose not to exercise the available renewal options. The lease term for properties leased or subleased to franchisees, is 
determined based upon the economic detriment to the franchisee and includes consideration of the length of the 
franchise agreement, historical performance of the restaurant and the existence of bargain renewal options. 


For operating leases, minimum lease payments or receipts, including minimum scheduled rent increases, are 
recognized as rent expense or income, as applicable, on a straight line basis (“Straight-Line Rent”) over the applicable 
lease terms. Lease terms are generally initially between 15 and 20 years and, in most cases, provide for rent escalations 
and renewal options. There is a period under certain lease agreements referred to as a rent holiday (“Rent Holiday”) 
that generally begins on the possession date and ends on the rent commencement date. During a Rent Holiday, no 
cash rent payments are typically due under the terms of the lease; however, expense or income, as applicable, is 
recorded for that period on a straight-line basis. 


The excess of the Straight-Line Rent over the minimum rents paid or received is recorded as a deferred lease 
liability or asset, which is included in “Other liabilities” or “Other assets,” as applicable. Certain leases contain 
provisions, referred to as contingent rent (“Contingent Rent”), that require additional rental payments based upon 
restaurant sales volume. Contingent Rent is recognized each period as the liability is incurred or the asset is earned. 


For direct financing leases, the Company records its investment in properties leased to franchisees on a net 
basis, which is comprised of its gross investment less unearned income. The current and long-term portions of our net 
investment in direct financing leases are included in “Accounts and notes receivable, net” and “Net investment in 
direct financing leases,” respectively. Unearned income is recognized as interest income over the lease term and is 
included in “Interest expense, net.” 


Favorable and unfavorable lease amounts are recorded as components of “Other intangible assets” and “Other 
liabilities,” respectively. Favorable and unfavorable lease amounts are amortized on a straight-line basis over the term 
of the leases. When the expected term of a lease is determined to be shorter than the original amortization period, the 
favorable or unfavorable lease balance associated with the lease is adjusted to reflect the revised lease term. 


Rental expense, rental income and favorable and unfavorable lease amortization for operating leases are 
recognized in the consolidated statements of operations based on the nature of the underlying lease. Amounts related 
to leases for Company-operated restaurants are recorded to “Cost of sales.” Rental expense, including any related 
amortization, for leased properties that are subsequently subleased to franchisees is recorded to “Franchise rental 
expense.” Rental income, including any related amortization, for properties leased or subleased to franchisees is 
recorded to “Franchise rental income.” Amounts related to leases for corporate offices and equipment are recorded to 
“General and administrative.” 


Management makes certain estimates and assumptions regarding each new lease and sublease agreement, 
renewal and amendment, including, but not limited to, property values, market rents, property lives, discount rates 
and probable term, all of which can impact (1) the classification and accounting for a lease or sublease as operating or 
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capital, including direct financing, (2) the Rent Holiday and escalations in payment that are taken into consideration 
when calculating Straight-Line Rent, (3) the term over which leasehold improvements for each restaurant are 
amortized and (4) the values and lives of favorable and unfavorable leases. The amount of depreciation and 
amortization, interest and rent expense and income reported would vary if different estimates and assumptions were 
used. 


Concentration of Risk 


Wendy’s had no customers which accounted for 10% or more of consolidated revenues in 2018, 2017 or 2016. 
As of December 30, 2018, Wendy’s had one main in-line distributor of food, packaging and beverage products, 
excluding produce and breads, that serviced approximately 41% of its Company-operated and franchised restaurants 
and six additional in-line distributors that, in the aggregate, serviced approximately 55% of its Company-operated 
and franchised restaurants. We believe that our vulnerability to risk concentrations related to significant vendors and 
sources of our raw materials is mitigated as we believe that there are other vendors who would be able to service our 
requirements. However, if a disruption of service from any of our main in-line distributors was to occur, we could 
experience short-term increases in our costs while distribution channels were adjusted. 


Wendy’s restaurants are principally located throughout the U.S. and to a lesser extent, in 31 foreign countries 
and U.S. territories with the largest number in Canada. Wendy’s restaurants are located in 50 states and the District 
of Columbia, with the largest number in Florida, Ohio, Texas, Georgia, California, Pennsylvania, North Carolina and 
Michigan. Because our restaurant operations are generally located throughout the U.S. and to a much lesser extent, 
Canada and other foreign countries and U. S. territories, we believe the risk of geographic concentration is not 
significant. We could be adversely affected by changing consumer preferences resulting from concerns over nutritional 
or safety aspects of beef, chicken, french fries or other products we sell or the effects of food safety events or disease 
outbreaks. Our exposure to foreign exchange risk is primarily related to fluctuations in the Canadian dollar relative to 
the U.S. dollar for our Canadian operations. However, our exposure to Canadian dollar foreign currency risk is 
mitigated by the fact that there are no Company-operated restaurants in Canada and less than 10% of Wendy’s 
franchised restaurants are in Canada. 


The Company is subject to credit risk through its accounts receivable consisting primarily of amounts due from 
franchisees for royalties, franchise fees and rent. In addition, we have notes receivable from certain of our franchisees. 
The financial condition of these franchisees is largely dependent upon the underlying business trends of the Wendy’s 
brand and market conditions within the quick-service restaurant industry. This concentration of credit risk is 
mitigated, in part, by the number of franchisees and the short-term nature of the franchise receivables. 


New Accounting Standards Adopted 


In February 2018, the Financial Accounting Standards Board (“FASB”) issued an amendment that allows a 
reclassification from accumulated other comprehensive income to retained earnings for stranded tax effects resulting 
from the Tax Cuts and Jobs Act (the “Tax Act”). The Company early adopted the amendment, prospectively, during 
the fourth quarter of 2018. The adoption of this guidance did not have a material impact on our consolidated 
financial statements. 


In May 2017, the FASB issued new guidance on the scope of modification accounting for share-based payment 
arrangements. The new guidance provides relief to entities that make non-substantive changes to their share-based 
payment arrangements. The Company adopted this amendment, prospectively, during the first quarter of 2018. The 
adoption of this guidance did not impact our consolidated financial statements. 


In January 2017, the FASB issued an amendment that clarifies the definition of a business in determining 
whether to account for a transaction as an asset acquisition or a business combination. The Company adopted this 
amendment, prospectively, during the first quarter of 2018. The adoption of this guidance did not impact our 
consolidated financial statements. 
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In November 2016, the FASB issued an amendment that clarifies guidance for proper classification and 
presentation of restricted cash in the statement of cash flows. Accordingly, changes in restricted cash that have 
historically been included within operating, investing and financing activities have been eliminated, and restricted 
cash, including the restricted cash of the Advertising Funds, is combined with cash and cash equivalents when 
reconciling the beginning and end of period balances for all periods presented. The Company adopted this 
amendment during the first quarter of 2018. The adoption of the amendment resulted in an increase in net cash used 
in investing activities of $24,935 during 2017 and an increase in net cash provided by investing activities of $14,971 
during 2016. Additionally, net cash provided by operating activities decreased $12,847 in 2017 and increased $4,891 
in 2016. Because of the inclusion of restricted cash in the beginning and end of period balances, our cash, cash 
equivalents and restricted cash as presented in the statements of cash flows increased $41,377, $77,709 and $57,764 
as of December 31, 2017, January 1, 2017 and January 3, 2016, respectively. This amendment did not impact the 
Company’s consolidated statements of operations or consolidated balance sheets. 


In August 2016, the FASB issued an amendment that provides guidance for proper classification of certain cash 
receipts and payments in the statement of cash flows. Upon adoption in the first quarter of 2018, the Company 
elected to use the nature of distribution approach for all distributions it receives from its equity method investees. The 
adoption of this guidance did not impact our consolidated financial statements. 


In March 2016, the FASB issued an amendment that provides guidance on extinguishing financial liabilities for 
certain prepaid stored-value products. The Company adopted this amendment during the first quarter of 2018. The 
adoption of this guidance did not impact our consolidated financial statements. 


In January 2016, the FASB issued an amendment that revises the accounting related to the classification and 
measurement of investments in equity securities and the presentation of certain fair value changes for financial 
liabilities measured at fair value. The Company adopted this amendment during the first quarter of 2018. The 
adoption of this guidance did not impact our consolidated financial statements. 


Revenue Recognition 


In May 2014, the FASB issued amended guidance for revenue recognition. The new guidance outlines a single 
comprehensive model for entities to use in accounting for revenue arising from contracts with customers. The core principle 
of the guidance is that an entity should recognize revenue for the transfer of promised goods or services to customers in an 
amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods and services. 
Additionally, the guidance requires improved disclosure to help users of financial statements better understand the nature, 
amount, timing and uncertainty of revenue that is recognized. The Company adopted the new guidance on January 1, 
2018. As a result, the Company has changed its accounting policy for revenue recognition as detailed below. 


The Company applied the new guidance using the modified retrospective method, whereby the cumulative 
effect of initially adopting the guidance was recognized as an adjustment to the opening balance of equity at 
January 1, 2018. Therefore, the comparative periods have not been adjusted and continue to be reported under the 
previous revenue recognition guidance. The details of the significant changes and quantitative impact of the changes 
are discussed below. 


Franchise Fees 


Under previous revenue recognition guidance, new build technical assistance fees and development fees were 
recognized as revenue when a franchised restaurant opened, as all material services and conditions related to the 
franchise fee had been substantially performed upon the restaurant opening. In addition, under previous guidance, 
technical assistance fees received in connection with sales of Company-operated restaurants to franchisees and 
facilitating Franchise Flips, as well as renewal fees, were recognized as revenue when the franchise agreements were 
signed and the restaurants opened. Under the new guidance, these franchise fees are considered highly dependent 
upon and interrelated with the franchise right granted in the franchise agreement. As such, these franchise fees are 
recognized over the contractual term of the franchise agreement. 


73 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


National Advertising Funds 


Previously, the revenue, expenses and cash flows of the Advertising Funds were not included in the Company’s 
consolidated statements of operations and statements of cash flows because the contributions to the Advertising Funds 
were designated for specific purposes and the Company acted as an agent, in substance, with regard to these 
contributions as a result of industry-specific guidance. Under the new guidance, which superseded the previous 
industry-specific guidance, the revenue, expenses and cash flows of the Advertising Funds are fully consolidated into 
the Company’s consolidated statements of operations and statements of cash flows. 


Impacts on Financial Statements 


The following tables summarize the impacts of adopting the revenue recognition standard on the Company’s 
consolidated financial statements: 


Adjustments 
Balances 
Advertising Without 
As Reported Franchise Fees Funds Adoption 
Consolidated Balance Sheet 
December 30, 2018 
Accrued expenses and other current liabilities......... $ 150,636 $ (3,079) $ — $ 147,557 
Advertising funds restricted liabilities ............... 80,153 — (2,492) 77,661 
Total current liabilities .......0...0..0 00.0. e eee 284,185 (3,079) (2,492) 278,614 
Deferred income taxes ..... 0.000 cece cee ence eens 269,160 21,861 = 291,021 
Deferred franchise fees .. 0.0... 0 cece eee eee 92,232 (81,551) — 10,681 
“Total liabilities: yo. osc 09-3 d004 Sead ew ace sau dete ds 3,643,586 (62,769) (2,492) 3,578,325 
Retained earnings ....... 0... eee 146,277 63,174 2,492 211,943 
Accumulated other comprehensive loss ............. (61,673) (405) — (62,078) 
Total stockholders’ equity .......... 00. eee ee eee 648,449 62,769 2,492 713,710 
Consolidated Statement of Operations 
Year Ended December 30, 2018 
Franchise royalty revenue and fees (a) ...........--. $ 409,043 $ (525) $ — $ 408,518 
Advertising funds revenue ........ 0.0.0.0 c eee eee 326,019 — (326,019) — 
‘Total revenues ss de.dc acta coo eelante Melee naa 1,589,936 (525) (326,019) 1,263,392 
Advertising funds expense .......... 0.0000 321,866 — (321,866) — 
Total costs and expenses... 0.6.0.0... cee eee eee ee 1,340,044 — (321,866) 1,018,178 
Operating profit... 2... 0.0.0.0 cece eee eee eee eee 249,892 (525) (4,153) 245,214 
Income before income taxes ... 0.0.0.0. e eee eee eee 574,916 (525) (4,153) 570,238 
Provision for income taxes 1... 0.0... e eee eee eee ee (114,801) 134 — (114,667) 
NEétinicomeé: .-).0004) 6648 berated weddes Hiaasen 460,115 (391) (4,153) 455,571 


(a) The adjustments for 2018 include the reversal of franchise fees recognized over time under the new revenue 
recognition guidance of $9,641, as well as franchisee fees that would have been recognized under the previous 
revenue recognition guidance when the franchise agreements were signed and the restaurants opened of $9,116. 
See Note 2 for further information. 


74 


THE WENDY’S COMPANY AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


Adjustments 
Balances 
Advertising Without 
As Reported Franchise Fees Funds Adoption 


Consolidated Statement of Cash Flows 
Year Ended December 30, 2018 
Cash flows from operating activities: 
INCEINGOMIE® idedsoiarsdr gnc foadaa dined de he $460,115 $ (391) $(4,153) $455,571 
Adjustments to reconcile net income to net cash 
provided by operating activities: 
Deferred income tax ........0 000 eee eee eee (6,568) (134) — (6,702) 
Other Net: 4. 44..4o8000 4 od ddwa ddd dv ed 5,178 (502) — 4,676 
Changes in operating assets and liabilities: 
Advertising funds restricted assets and 


liabilities .........c0 eevee cee eceeees 13,955 —_ 4,153 18,108 
Accrued expenses and other current 
liabilities .. oe eee eee 23,963 1,027 — 24,990 
New Accounting Standards 


In August 2018, the FASB issued new guidance on accounting for implementation costs of a cloud computing 
arrangement that is a service contract. The new guidance aligns the accounting for such implementation costs of a 
cloud computing arrangement that is a service contract with the guidance on capitalizing costs associated with 
developing or obtaining internal-use software. The Company does not expect the amendment, which is effective 
beginning with our 2019 fiscal year, to have a material impact on our consolidated financial statements. 


In August 2018, the FASB issued new guidance on disclosure requirements for fair value measurements. The 
objective of the new guidance, which is effective beginning with our 2020 fiscal year, is to provide additional 
information about assets and liabilities measured at fair value in the statement of financial position or disclosed in the 
notes to financial statements. New incremental disclosure requirements include the amount of fair value hierarchy 
level 3 changes in unrealized gains and losses and the range and weighted average used to develop significant 
unobservable inputs for level 3 fair value measurements. The Company does not expect the amendment to have a 
material impact on our consolidated financial statements. 


In June 2018, the FASB issued new guidance on nonemployee share-based payment arrangements. The new 
guidance aligns the requirements for nonemployee share-based payments with the requirements for employee share- 
based payments. The Company does not expect the amendment, which is effective beginning with our 2019 fiscal 
year, to have a material impact on our consolidated financial statements. 


In January 2017, the FASB issued an amendment that simplifies the accounting for goodwill impairment by 
eliminating step two from the goodwill impairment test. The Company does not expect the amendment, which 
requires prospective adoption and is effective commencing with our 2020 fiscal year, to have a material impact on our 
consolidated financial statements. 


In June 2016, the FASB issued an amendment that will require the Company to determine impairment of 
financial instruments based on expected losses rather than incurred losses. The transition method varies with the type 
of instrument; however, most debt instruments will be transitioned using a modified retrospective approach. The 
amendment is effective commencing with our 2020 fiscal year. We are currently evaluating the impact of the 
adoption of this guidance on our consolidated financial statements. 
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Leases 


In February 2016, the FASB issued new guidance on leases, which outlines principles for the recognition, 
measurement, presentation and disclosure of leases applicable to both lessors and lessees. The new guidance, which is 
effective beginning with our 2019 fiscal year, requires lessees to recognize on the balance sheet the assets and liabilities 
for the rights and obligations created by finance and operating leases with lease terms of more than 12 months. The 
guidance allows an entity to choose either (1) its effective date or (2) the beginning of the earliest comparative period 
presented in the financial statements as its date of initial application. We expect to adopt the standard using the 
effective date as our date of initial application and therefore we will not apply the standard to the comparative periods 
presented in our consolidated financial statements. 


The new standard also provides a number of optional practical expedients in transition. The Company expects 
to elect the package of practical expedients, which, among other items, permits us not to reassess under the new 
standard our prior conclusions about lease identification, lease classification and initial direct costs. The Company 
also expects to elect the short-term lease recognition exemption for all leases that qualify. Under this practical 
expedient, for those leases that qualify, we will not recognize right-of-use (“ROU”) assets or lease liabilities, which 
includes not recognizing ROU assets or lease liabilities for existing short-term leases of those assets in transition. The 
Company also expects to elect the practical expedient to not separate lease and non-lease components for all of our 
leases. The Company does not expect to elect the use-of-hindsight practical expedient. 


We have implemented a new lease management system to facilitate the adoption of this guidance. In addition, we 
have performed an analysis of the completeness of our lease portfolio and evaluated the impact of adoption on our financial 
statements, existing accounting policies and disclosures. We expect that this standard will have a material impact on our 
consolidated balance sheets and related disclosures. Upon adoption, we expect to recognize additional operating lease 
liabilities of approximately $1,000,000, with corresponding ROU assets based on the present value of the remaining 
minimum rental payments under current leasing standards for existing operating leases. In addition, the standard requires 
lessors to recognize lessees’ payments to the Company for executory costs on a gross basis as revenue with a corresponding 
expense, which will result in an increase in our annual revenues and expenses of approximately $40,000 after adoption. We 
do not expect the adoption of this guidance to have a material impact on our consolidated statements of cash flows. 


(2) Revenue 
Nature of Goods and Services 


The Company generates revenues from sales at Company-operated restaurants and earns fees and rental income 
from franchised restaurants. Revenues are recognized upon delivery of food to the customer at Company-operated 
restaurants or upon the fulfillment of terms outlined in the franchise agreement for franchised restaurants. The 
franchise agreement provides the franchisee the right to construct, own and operate a Wendy’s restaurant upon a site 
accepted by Wendy’s and to use the Wendy’s system in connection with the operation of the restaurant at that site. 
The franchise agreement generally provides for a 20-year term and a 10-year renewal subject to certain conditions. 
The initial term may be extended up to 25 years and the renewal extended up to 20 years for qualifying restaurants 
under certain new restaurant development and reimaging programs. 


The franchise agreement requires that the franchisee pay a royalty based on a percentage of sales at the 
franchised restaurant, as well as make contributions to the Advertising Funds based on a percentage of sales. Wendy’s 
may offer development incentive programs from time to time that provide for a discount or lesser royalty amount or 
Advertising Fund contribution for a limited period of time. The agreement also typically requires that the franchisee 
pay Wendy’s a technical assistance fee. The technical assistance fee is used to defray some of the costs to Wendy’s for 
training, start-up and transitional services related to new and existing franchisees acquiring restaurants and in the 
development and opening of new restaurants. 


Wendy’s also enters into development agreements with certain franchisees. The development agreement 
generally provides the franchisee with the right to develop a specified number of new Wendy’s restaurants using the 
Image Activation design within a stated, non-exclusive territory for a specified period, subject to the franchisee 
meeting interim new restaurant development requirements. 
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Wendy’s owns and leases sites from third parties, which it leases and/or subleases to franchisees. Noncancelable 
lease terms are generally initially between 15 and 20 years and, in most cases, provide for rent escalations and renewal 
options. The initial lease term for properties leased or subleased to franchisees is generally set to be coterminous with 
the initial 20-year term of the related franchise agreement and any renewal term is coterminous with the 10-year 
renewal term of the related franchise agreement. 


Royalties and contributions to the Advertising Funds are generally due within the month subsequent to which 
the revenue was generated through sales at the franchised restaurant. Technical assistance fees and renewal fees are 
generally due upon execution of the related franchise agreement. Rental income is due in accordance with the terms of 
each lease, which is generally at the beginning of each month. 


Disaggregation of Revenue 
The following table disaggregates revenue by primary geographical market and source for 2018: 


Other 
Sales at Company-operated restaurants .............0.20005 $ 651,577 $ — $ — _ $ 651,577 
Franchise royalty revenue 1.1.2.2... 0. eee eee eee 335,500 23,629 18,817 377,946 
Franchise fees sect ta dese oe caten wpe kee dase Pte a teehee 25,044 5,199 854 31,097 
Franchise rental income ....... 0.000 cece cece eee eens 177,076 26,221 — 203,297 
Advertising funds revenue ... 0.6.0... eee eee ee 306,442 19,577 — 326,019 
Total revenues 6.0... eect eee eens $1,495,639 $74,626 $19,671 $1,589,936 


Contract Balances 


The following table provides information about receivables and contract liabilities (deferred franchise fees) from 
contracts with customers: 


December 30, 
2018 (a) 
Receivables, which are included in “Accounts and notes receivable, net” (b) ............. $ 40,300 
Receivables, which are included in “Advertising funds restricted assets” .............0. 47,332 
Deterred franchise fees. (C) icsa sa das heeenda OER de AS SU wee daa es 102,205 


(a) Excludes funds collected from the sale of gift cards, which are primarily reimbursed to franchisees upon 
redemption at franchised restaurants and do not ultimately result in the recognition of revenue in the 
Company’s statement of operations. 


(b) Includes receivables related to “Sales” and “Franchise royalty revenue and fees.” 


(c) Deferred franchise fees of $9,973 and $92,232 are included in “Accrued expenses and other current liabilities” 
and “Deferred franchise fees,” respectively. 


Significant changes in deferred franchise fees are as follows: 


2018 
Deferred franchise fees at beginning of period 1.1.2... 0... $102,492 
Revenue recognized during the period .. 0.0... eee ees (9,641) 
New deferrals due to cash received and other... 0.0.00. ccc eee 9,354 
Deferred franchise fees at end of period .. 6... cnc eee ees $102,205 
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Anticipated Future Recognition of Deferred Franchise Fees 


The following table reflects the estimated franchise fees to be recognized in the future related to performance 
obligations that are unsatisfied at the end of the period: 


Estimate for fiscal year: 


DONDE fe hcpatcne ct iiksecact ages pave totes ait iaa ec aetee rung nese adore as eee ee ie hate $ 8,309 
DOQOS Petal die Bie cae Ante Rodda senate eT peice Pac lees AGERE Ae a 6,304 
DOD Me tes Raced atacecset he scei ty ae itnugratnssectleetid eee t pega raked aesasatataan erences tetatedentesy cae 5,873 
2022) pr Sica OG See bate eke OE Ae ae EE RI Ee Se Pe ea 5,672 
DOD BW saasestseie ce ac b ieciptas a ie dares Gb dacs doacdctat eoavia eels ae sa var scale a Reales taLea eacns docdeiebcacivy Boba nog Oe b eee exe act 5,442 
Thereafter a-cgieccsitine dai avectnntr sed decd esa dabite dicdhus wid, Sear wh delet bahord Soda eleoe au awbns evan 70,605 

$102,205 


(3) System Optimization (Gains) Losses, Net 

The Company’s system optimization initiative includes a shift from Company-operated restaurants to 
franchised restaurants over time, through acquisitions and dispositions, as well as facilitating Franchise Flips. As of 
January 1, 2017, the Company completed its plan to reduce its ongoing Company-operated restaurant ownership to 
approximately 5% of the total system. While the Company has no plans to reduce its ownership below the 
approximately 5% level, Wendy’s expects to continue to optimize its system through Franchise Flips, as well as 
evaluating strategic acquisitions of franchised restaurants and strategic dispositions of Company-operated restaurants 
to existing and new franchisees, to further strengthen the franchisee base and drive new restaurant development and 
accelerate reimages in the Image Activation format. During 2018 and 2016, the Company completed the sale of three 
and 310 Company-operated restaurants to franchisees, respectively. In addition, the Company facilitated 96, 400 and 
144 Franchise Flips during 2018, 2017 and 2016, respectively (excluding the DavCo and NPC Transactions 
discussed below). 


Gains and losses recognized on dispositions are recorded to “System optimization (gains) losses, net” in our 
consolidated statements of operations. Costs related to acquisitions and dispositions under our system optimization 
initiative are recorded to “Reorganization and realignment costs,” which are further described in Note 5. All other 
costs incurred during 2018 and 2017 related to facilitating Franchise Flips are recorded to “Franchise support and 
other costs.” 


The following is a summary of the disposition activity recorded as a result of our system optimization initiative: 


Year Ended 
TT a 

Number of restaurants sold to franchisees ............00000005 3 — 310 
Proceeds from sales of restaurants 1.1.0... 0.0000 eee e eee ee eee $1,436 $ — $251,446 
Netassets.soldi(a) desacceatesitdsad ees shied dea twreaes (1,370) — (115,052) 
Goodwill related to sales of restaurants (b) ............. 0000005 (208) — (41,561) 
Net favorable (unfavorable) leases (c) ... 0... cece eee 220 — (24,592) 
Othe tes ete Ser ci ots coe arable ate eee A eee ee Se ee ete hs 11 — (3,103) 
89 — 67,138 
Post-closing adjustments on sales of restaurants (d) ............. 445 2,541 (1,411) 
Gain on sales of restaurants, net... 0.0... cece eee eee 534 2,541 65,727 
(Loss) gain on sales of other assets, net (ec) ...........0000- (71) 2,018 6,204 

Loss on DavCo and NPC Transactions ............0000505 = (43,635) — 
System optimization gains (losses), net............04. $ 463 $(39,076) $ 71,931 


(a) Net assets sold consisted primarily of equipment. 
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(b) Goodwill disposed of as a result of the sale of Company-operated restaurants during 2016 included goodwill of 
$11,429 that had been reclassified to assets held for sale during 2015. See Note 10 for further information. 


(c) During 2016, the Company recorded favorable lease assets of $7,612 and unfavorable lease liabilities of $32,204 
as a result of leasing and/or subleasing land, buildings and/or leasehold improvements to franchisees, in 
connection with sales of restaurants. 


(d) 2018 and 2017 include (1) cash proceeds, net of payments, of $6 and $294, respectively, related to post-closing 
reconciliations with franchisees and (2) the recognition of deferred gains of $1,029 and $312, respectively, as a 
result of the resolution of certain contingencies related to the extension of lease terms for restaurants previously 
sold to franchisees. 2017 also includes the recognition of a deferred gain of $1,822 (C$2,300) resulting from the 
release of a guarantee provided by Wendy’s to a lender on behalf of a franchisee in connection with the sale of 
eight Canadian restaurants to the franchisee during 2014. 


(ec) During 2018, 2017 and 2016, Wendy’s received cash proceeds of $1,781, $10,534 and $10,727, respectively, 
primarily from the sale of surplus properties. 2017 also includes the recognition of a deferred gain of $375 
related to the sale of a share in an aircraft. 


DavCo and NPC Transactions 


As part of our system optimization initiative, the Company acquired 140 Wendy’s restaurants on May 31, 2017 
from DavCo Restaurants, LLC (“DavCo”) for total net cash consideration of $86,788, which were immediately sold 
to NPC International, Inc. (“NPC”), an existing franchisee of the Company, for cash proceeds of $70,688 
(collectively, the “DavCo and NPC Transactions”). As part of the NPC transaction, NPC agreed to remodel 90 
acquired restaurants in the Image Activation format by the end of 2021 and build 15 new Wendy’s restaurants by the 
end of 2022. Prior to closing the DavCo transaction, seven DavCo restaurants were closed. The acquisition of 
Wendy’s restaurants from DavCo was not contingent on executing the sale agreement with NPC; as such, the 
Company accounted for the DavCo and NPC Transactions as an acquisition and subsequent disposition of a 
business. The total consideration paid to DavCo was allocated to net tangible and identifiable intangible assets 
acquired based on their estimated fair values. As part of the DavCo and NPC Transactions, the Company retained 
leases for purposes of subleasing such properties to NPC. 
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(a) 


(b) 
(c) 


The following is a summary of the activity recorded as a result of the DavCo and NPC Transactions: 


Year Ended 
20N7 
Acquisition (a) 
‘Total. consideration paid.) 2.04 eoeaigue svete sede ibeders dlebaseaae eae ss $ 86,788 
Identifiable assets and liabilities assumed: 
Net assets held forsale: s.i.is. coh diceaca de aa deb taed d eacada band wed tered ee 70,688 
Capital lease assets: 65.5 so:s. sce tcs.acaba Seana eaeSa eg de naneeddte ued heee Baa 49,360 
Deferred taxes: cis cie xy essed ce don aod deeded canna Cade wd ceded ah arsenide eavdia aig ttee Session 27,830 
Capital lease obligations ............ 0.000 e eens (97,797) 
Net unfavorable leases (b) 2... occ ce ence e nee nee een nee (22,330) 
Other liabilities (Cc)... cee eee nee e seen eneenes (6,924) 
‘Total identifiable niet:asséts.  o4.¢6c ec eda hd bebe Ge ede tharos een 20,827 
Goodwill.(d): scdivth-ecade tees sdead d4.cndie bates aeons eed « $ 65,961 
Disposition 
TPO COSC Sa errc ts eae zag secures Beem can eee ea etek dette eee eetees 2. at teat Sues dete eas ee $ 70,688 
IN Gt assets: SOld. sees cra sence andns.a ha pad wd aceleankole dh ood leh nua de 48 dite ee oases (70,688) 
Goodwill): cg. hs ket 5 eh cee is Seiad eet ed dae Boat (65,961) 
Net favorable leases (e) 0... cc cece cence eee e eee eeeneens 24,034 
OSE ace gece ae Beas tig et ee es pect ete depen eee pei Aone eater ae (1,708) 
Loss on DavCo and NPC Transactions ....... 0.0... ccc e eee eee eee eee n ene $(43,635) 


The fair values of the identifiable intangible assets and taxes related to the acquisition were provisional amounts 
as of December 31, 2017, pending final purchase accounting adjustments. The Company finalized the purchase 
price allocation during 2018 with no differences from the provisional amounts previously reported. The 
Company utilized management estimates and consultation with an independent third-party valuation firm to 
assist in the valuation process. 


Includes favorable lease assets of $1,229 and unfavorable lease liabilities of $23,559. 


Includes a supplemental purchase price liability recorded to “Accrued expenses and other current liabilities” of 
$6,269, which was settled during 2018 upon the resolution of certain lease-related matters. 


Includes tax deductible goodwill of $21,795. 


The Company recorded favorable lease assets of $30,068 and unfavorable lease liabilities of $6,034 as a result of 
subleasing land, buildings and leasehold improvements to NPC. 


Includes cash payments for selling and other costs associated with the transaction. 


Assets Held for Sale 


As of December 30, 2018 and December 31, 2017, the Company had assets held for sale of $2,435 and 


$2,235, respectively, primarily consisting of surplus properties. Assets held for sale are included in “Prepaid expenses 
and other current assets.” 
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(4) Acquisitions 


During 2018 and 2016, the Company acquired 16 restaurants and two restaurants from franchisees, 
respectively. The Company did not incur any material acquisition-related costs associated with the acquisitions and 
such transactions were not significant to our consolidated financial statements. The table below presents the allocation 
of the total purchase price to the fair value of assets acquired and liabilities assumed for restaurants acquired from 


franchisees: 
pee 
oe a 2 
Restaurants acquired from franchisees... 0.0.0.0... cee eee eee 16 — 2 
Total consideration paid, net of cash received ...... 0... ee eee eee $21,401 $— = $2,209 
Identifiable assets acquired and liabilities assumed: 
PROPEFUES sisieneid oe a talbs haa dace ade ae Awan BE Aa eae 4,363 — 2,218 
Acquired franchise rights 2.6.0.0... ee eee eee eee 10,127 — — 
Capital lease assets: s.siis si scssica a poacts eodoerestaubiattabs die Aseundecsis aes 5,360 — — 
Otherassets: ¢.ccandies thaws Sead oo Peddantediadd capes ads 621 — 9 
Capital leases obligations .... 0... 0. eee eee eee (3,135) — — 
Unfavorable leases 20... eet eas (733) a oa 
Other liabilities 22... eee (2,240) — (18) 
Total identifiable net assets ...... 0.0... cece ee ee 14,363 — 2,209 
Goodwill! ys scec? so Ag anacteendnccueinee 35.4, ud Gre Read ate elea uel dave aides handeace $7,038 $— $ — 


On May 31, 2017, the Company also entered into the DavCo and NPC Transactions. See Note 3 for further 


information. 


(5) Reorganization and Realignment Costs 


The following is a summary of the initiatives included in “Reorganization and realignment costs:” 


Year Ended 
CT a a TC 
G&A realignment - May 2017 plan... 02. eee eee $8,785 $21,663 $ — 
G&A realignment - November 2014 plan .............00..000005 _— — 692 
System optimization imitiative 2... 6... eee eee 283 911 9,391 
Reorganization and realignment costs ...........00 esse eee ee $9,068 $22,574 $10,083 


General and Administrative (“G&A”) Realignment 
May 2017 Plan 


In May 2017, the Company initiated a plan to further reduce its G&cA expenses following the November 2014 
plan discussed below. The Company expects to incur total costs aggregating approximately $32,000 to $35,000 
related to the plan. The Company recognized costs totaling $8,785 and $21,663 during 2018 and 2017, respectively, 
which primarily included severance and related employee costs and share-based compensation. The Company expects 
to incur additional costs aggregating approximately $4,500, comprised of (1) severance and related employee costs of 
approximately $1,000, (2) recruitment and relocation costs of approximately $1,500, (3) third-party and other costs 
of approximately $500 and (4) share-based compensation of approximately $1,500. The Company expects to 
recognize the majority of the remaining costs associated with the plan during 2019. 
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The following is a summary of the activity recorded as a result of the May 2017 plan: 


Total 
Véot Hadad Incurred 

ae ates veer Since 
2018 2017 Inception 
Severance and related employee costs ..... 6... eee eee eee $3,797 $14,956 $18,753 
Recruitment and relocation Costs 2.6.0... 00sec cece eee 1,077 489 1,566 
Third-party and other costs 0.0... 0... cee 1,019 1,091 2,110 
5,893 16,536 22,429 
Share-based compensation (a) 1.1.6.0... scene eee eee 1,557 5,127 6,684 
Termination of defined benefit plans (b) .......... 0.0.00... eee ee 1,335 — 1,335 
Total G&A realignment - May 2017 plan .............-0 0 eee $8,785 $21,663 $30,448 


(a) Primarily represents incremental share-based compensation resulting from the modification of stock options in 
connection with the termination of employees under the May 2017 plan. 


(b) During 2018, the Company terminated two frozen defined benefit plans. See Note 19 for further information. 


The accruals for our May 2017 plan are included in “Accrued expenses and other current liabilities” and “Other 
liabilities” and totaled $6,280 and $1,044 as of December 30, 2018, respectively, and $8,467 and $3,803 as of 
December 31, 2017, respectively. The tables below present a rollforward of our accruals for the May 2017 plan. 


Balance Balance 

December 31, December 30, 
Severance and related employee costs............ $12,093 $3,797  $ (8,649) $7,241 
Recruitment and relocation costs ............00 177 1,077 (1,171) 83 
Third-party and other costs .............000005 — 1,019 (1,019) — 


$12,270 $5,893  $(10,839) $7,324 


Balance Balance 
January 1, December 31, 
Severance and related employee costs .............. $ — $14,956 (2,863) $12,093 
Recruitment and relocation costs ..........0.00005 = 489 (312) 177 
Third-party and other costs ...........00 002 e eee — 1,091 (1,091) — 
$ — $16,536  $(4,266) $12,270 


November 2014 Plan 


In November 2014, the Company initiated a plan to reduce its G&A expenses. The plan included a 
realignment and reinvestment of resources to focus primarily on accelerated restaurant development and consumer- 
facing restaurant technology to drive long-term growth. The Company achieved the majority of the expense 
reductions through the realignment of its U.S. field operations and savings at its Restaurant Support Center in 
Dublin, Ohio, which was substantially completed by the end of the second quarter of 2015. The Company 
recognized total costs of $23,960 since the inception of the November 2014 plan. The Company did not incur any 
expenses during 2018 or 2017 and does not expect to incur additional costs related to the plan. 
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The following is a summary of the activity recorded as a result of the November 2014 plan: 


Total 

Year Ended ea Since 
2016 Inception 
Severance and related employee costs (a) 6.6... eee eee eee $(344) $14,584 
Recruitment and relocation Costs»... 0... cece eee teen eee 992 2,859 
CME: sensce, enden Bad ede eetcahirs, deanna td rapes baie ease ced aatve Sameneemaaad 44 181 
692 17,624 
Share-based compensation (b) .. 0.6... . eect eee eee — 6,336 
Total G&A realignment - November 2014 plan ...............004. $ 692 $23,960 


(a) 2016 includes a reversal of an accrual of $387 as a result of a change in estimate. 


b) Represents incremental share-based compensation resulting from the modification of stock options and 
g P 
performance-based awards in connection with the termination of employees under the November 2014 plan. 


The table below presents a rollforward of our accruals for the November 2014 plan during 2016, which were 
included in “Accrued expenses and other current liabilities” and “Other liabilities.” As of December 30, 2018 and 


December 31, 2017, no accrual remained. 


Balance Balance 
January 3, January 1, 
2016 Charges Payments 2017 
Severance and related employee costs ..............0004 $3,431 $(344) $(2,855) $232 
Recruitment and relocation costs .........00 cece ences 144 992 (1,136) — 
Other ins b sada tae dente dere adds aa eae — 44 (44) — 
$3,575 $692  $(4,035) $232 


System Optimization Initiative 


The Company has recognized costs related to its system optimization initiative, which includes a shift from 
Company-operated restaurants to franchised restaurants over time, through acquisitions and dispositions, as well as 
facilitating Franchise Flips. During 2019, the Company expects to incur approximately $500 of additional costs in 
connection with dispositions under our system optimization initiative, which are primarily comprised of professional fees. 


The following is a summary of the costs recorded as a result of our system optimization initiative: 


Year Ended = I neurred 
ince 

2018 2017 2016 Inception 
Severance and related employee costs .............+-0 eee $— $ 3 $ 82 $18,237 
Professional fees 26... ccc tee net eens 264 838 7,437 17,712 
UNE aces yo ties dh the ec a ees 19 70 272 5,832 
283 911 7,791 41,781 
Accelerated depreciation and amortization (a) ............. = — 1,600 25,398 
Share-based compensation (b) ........ 0... ee eee eee eee — = = 5,013 
Total system optimization initiative ................ $283 $911 $9,391 $72,192 


(a) Primarily includes accelerated amortization of previously acquired franchise rights related to Company-operated 
restaurants in territories that have been sold to franchisees in connection with our system optimization initiative. 


(b) Represents incremental share-based compensation resulting from the modification of stock options and performance- 
based awards in connection with the termination of employees under our system optimization initiative. 
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The tables below present a rollforward of our accruals for our system optimization initiative, which were 


included in “Accrued expenses and other current liabilities” and “Other liabilities.” As of December 30, 2018, no 
accrual remained. 


Balance Balance 
January 1, December 31, 
Severance and related employee costs ............045 $ — $ 3 $ (3) $— 
Recruitment and relocation costs..........0.00 eee 101 838 (939) as 
Other Beau bial and, Gl sera aisy Sl sewas Wvey GeMcw ens, i eoadedadious-aryenae eas = 70 (70) = 
$101 $911 — $(1,012) $— 
Balance Balance 
January 3, January 1, 
2016 Charges Payments 2017 
Severance and related employee costs .............+--- $ 77 $ 82 $ (159) $ — 
Recruitment and relocation costs ......... 00sec eee eee 708 7,437 (8,044) 101 
EMER: ssid Sptheeh Sarehaute Goad yearnete sank Surya Ae 90 272 (362) — 


$875 $7,791 — $(8,565) $101 


(6) Income Per Share 


Basic income per share for 2018, 2017 and 2016 was computed by dividing net income amounts by the 
weighted average number of common shares outstanding. 


The weighted average number of shares used to calculate basic and diluted income per share were as follows: 


Year Ended 
rT a COG 
Common stock: 
Weighted average basic shares outstanding ................. 237,797 244,179 262,209 


Dilutive effect of stock options and restricted shares .......... 7,166 8,110 4,503 


Weighted average diluted shares outstanding ................ 244,963 252,289 266,712 


Diluted net income per share was computed by dividing net income by the weighted average number of basic 
shares outstanding plus the potential common share effect of dilutive stock options and restricted shares. We excluded 
potential common shares of 1,520, 1,168 and 1,558 for 2018, 2017 and 2016, respectively, from our diluted net 
income per share calculation as they would have had anti-dilutive effects. 
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(7) Cash and Receivables 
Year End 
December 30, December 31, 
8 2017 


Cash and cash equivalents 


ST Sacco hia eas te sectoral es Saas tacet de pac eeecaa ayia ea edihedes tue star ne abet nae $209,177 $171,109 
Cash equivalents = .ciesccnd.ctunt vedo Gant tapneie edad tneeateeuecen 222,228 338 
$431,405 $171,447 
Restricted cash 
Current 
Accounts held by trustee for the securitized financing facility ........ $ 29,538 $ 28,933 
Collateral supporting letters of credit ... 06... ee eee eee eee — 3,205 
Trust for termination costs for former Wendy’s executives .......... 109 289 
OGM e hat as Scere end sei hate anc awe ene tate he ad ee 213 206 
29,860 32,633 
Advertising Funds (a) 1.6... . eee cee teen ees 25,247 8,579 
55,107 41,212 
Non-current 
Trust for termination costs for former Wendy’s executives (b) ....... — 165 
Total cash, cash equivalents and restricted cash ............... $486,512 $212,824 
(a) Included in “Advertising funds restricted assets.” 
(b) Included in “Other assets.” 
Year End 
December 30, December 31, 
aule 20M 
Accounts and Notes Receivable, Net 
Current 
Accounts receivable: 
ranchisees) iz meted eaten ae, Sat te ee ee ee $ 60,567 $ 78,699 
OCS E (A) eh crate thoes, Pane es eee ease Gees ans ee dee A oo eee dee 51,320 37,377 
111,887 116,076 
Notes receivable from franchisees (b) (c) ... 0... cee eee 2,857 2,860 
114,744 118,936 
Allowance for doubtful accounts ...... 06.00 c cece cee ens (4,939) (4,546) 


$109,805 $114,390 


Non-current (d) 


Notes receivable from franchisees (Cc)... . 0... cece eee $ 16,322 $ 17,589 
Allowance for doubtful accounts (c) 20.0... eee eee (2,000) — 
$14,322 $17,589 


(a) Includes income tax refund receivables of $14,475 and $26,262 as of December 30, 2018 and December 31, 
2017, respectively. Additionally, 2018 includes receivables of $22,500 related to insurance coverage for the FI 
Case. See Note 11 for further information on our legal reserves. 


(b) Includes the current portion of direct financing lease receivables of $735 and $625 as of December 30, 2018 and 
December 31, 2017, respectively. See Note 20 for further information. 
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(c) Includes a note receivable from a franchisee in Indonesia, of which $969 and $1,008 are included in current 
notes receivable and $2,522 and $3,789 are included in non-current notes receivable as of December 30, 2018 
and December 31, 2017, respectively. 


Non-current notes receivable include notes receivable from the Brazil JV totaling $12,800 as of December 30, 
2018 and December 31, 2017, respectively. During 2018, the Company recorded a reserve of $2,000 on the 
loans outstanding to the Brazil JV. See Note 8 for further information. 


Non-current notes receivable include a note receivable from a franchisee in India of $1,000 as of December 30, 
2018 and December 31, 2017, respectively. 


(d) Included in “Other assets.” 


The following is an analysis of the allowance for doubtful accounts: 


Year Ended 
mie TaN 
Balance at beginning of year: 

CUPReME va tic ache Sacer te oe ee ee eee te $4,546 $4,030 $3,488 

Nonecurient, 1454.0 684 se bane ves edith ioe oeecede ened ede — 26 257 
Provision for doubtful accounts: 

Franchisees and other ....... 00.000 c cece cece cence ee eee eee 2,562 579 390 
Uncollectible accounts written off, net of recoveries. ...........000005 (169) (89) (79) 
Balance at end of year: 

CUPTENE yi sinc ede oa dead duced te dwd aed dtade daca bares 4,939 4,546 4,030 

Non-current 2.0.0... ccc ce eee teen e tence nee 2,000 = 26 

Total!’ s ecisc ths tiietedtorne tied 0d aon dried dadedesnale wen or eed wee aided ole $6,939 $4,546 $4,056 

(8) Investments 
The following is a summary of the carrying value of our investments: 
Year End 
December 30, December 31, 
2018 2017 
Equity method investmetits: 4:5 2. ecniaeaddpeews peas ged obeedohees $47,021 $55,363 
Other investments in equity securities... 6... eee eee eee 639 639 


$47,660 $56,002 


Equity Method Investments 


Wendy’s has a 50% share in the TimWen joint venture and a 20% share in the Brazil JV, both of which are 
accounted for using the equity method of accounting, under which our results of operations include our share of the 
income (loss) of the investees in “Other operating income, net.” 


A wholly-owned subsidiary of Wendy’s entered into the Brazil JV during the second quarter of 2015 for the 
operation of Wendy’s restaurants in Brazil. Wendy’s, Starboard International Holdings B.V. and Infinity Holding E 
Participagdes Ltda. contributed $1, $2 and $2, respectively, each receiving proportionate equity interests of 20%, 
40% and 40%, respectively. The Company did not receive any distributions and our share of the Brazil JV’s net losses 
was $1,344, $1,134 and $271 during 2018, 2017 and 2016, respectively. A wholly-owned subsidiary of Wendy’s has 
loans outstanding to the Brazil JV totaling $12,800 as of December 30, 2018 and December 31, 2017. The loans are 
denominated in U.S. Dollars, which is also the functional currency of the subsidiary; therefore, there is no exposure to 
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changes in foreign currency rates. The loans are due October 20, 2020 and bear interest at 6.5% per year. During 
2018, the Company recorded a reserve of $2,000 on the loans outstanding to the Brazil JV. See Note 7 for further 
discussion. 


The carrying value of our investment in TimWen exceeded our interest in the underlying equity of the joint 
venture by $26,378 and $31,033 as of December 30, 2018 and December 31, 2017, respectively, primarily due to 
purchase price adjustments from the 2008 merger of Triarc Companies, Inc. and Wendy’s (the “Wendy’s Merger”). 


Presented below is activity related to our portion of TimWen and the Brazil JV included in our consolidated 
balance sheets and consolidated statements of operations as of and for the years ended December 30, 2018, 
December 31, 2017 and January 1, 2017. 


Year Ended 
me OG 
Balance at beginning of period»... 00... cece cece eee eee $55,363 $54,545 $55,541 
TnvestMent s.0..nscwieaeasiegees tek Os ania Ghadsu eed owe aa ee 13 375 172 
Equity in earnings for the period ............ 0.0.0. e eee eee ee 10,402 9,897 10,627 
Amortization of purchase price adjustments (a) .............-45 (2,326) (2,324) (2,276) 
8,076 7,573 8,351 
Distributions received 1.0.0.0... ccc eee eee (13,390) (11,713) (11,426) 
Foreign currency translation adjustment included in “Other 
comprehensive (loss) income, net” and other ................ (3,041) 4,583 1,907 
Balance at end of period... 1... ee cece eee eee ee $ 47,021 $55,363 $54,545 


(a) Purchase price adjustments that impacted the carrying value of the Company’s investment in TimWen are being 
amortized over the average original aggregate life of 21 years. 


Indirect Investment in Inspire Brands 


In connection with the sale of Arby’s Restaurant Group, Inc. (“Arby’s) during 2011, Wendy’s Restaurants 
obtained an 18.5% equity interest in ARG Holding Corporation (“ARG Parent”) (through which Wendy’s 
Restaurants indirectly retained an 18.5% interest in Arby’s), with a fair value of $19,000. The carrying value of our 
investment was reduced to zero during 2013 in connection with the receipt of a dividend that was determined to be a 
return of our investment. 


Our 18.5% equity interest was diluted to 12.3% on February 5, 2018, when a subsidiary of ARG Parent 
acquired Buffalo Wild Wings, Inc. As a result, our diluted ownership interest included both the Arby’s and Buffalo 
Wild Wings brands under the newly formed combined company, Inspire Brands, Inc. (“Inspire Brands”). On 
August 16, 2018, the Company sold its remaining 12.3% ownership interest to Inspire Brands for $450,000 and 
incurred transaction costs of $55, which were recorded to “Investment income, net.” The Company recorded income 
tax expense of $97,501 on the transaction, of which $95,038 was paid during the fourth quarter of 2018. 
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(9) Properties 


Year End 
December 30, December 31, 
2018 2017 
Owned: 
TANG reais 5G Wok skate a kG.G hate Puke ag were eae oneness $ 377,277 $ 379,297 
Buildings and improvements ........... 0.00 seen 507,219 503,955 
Leasehold improvements 4 sce 408 cee a estes aera deans Sees 403,896 390,958 
Office, restaurant and transportation equipment ................. 266,030 255,632 
Leased: 
Capital leases(a) 6.oco ia eda diode eid edoioe ed oes ieees 223,156 222,878 
1,777,578 1,752,720 
Accumulated depreciation and amortization (b) ..............0 0.2 eee (564,342) (489,661) 


$1,213,236 $1,263,059 


(a) These assets principally include buildings and improvements. 


(b) Includes $33,187 and $22,688 of accumulated amortization related to capital leases at December 30, 2018 and 
December 31, 2017, respectively. 


Depreciation and amortization expense related to properties was $90,612, $90,971 and $92,286 during 2018, 
2017 and 2016, respectively. 


(10) Goodwill and Other Intangible Assets 
Goodwill activity for 2018 and 2017 was as follows: 


Year End 
December 30, December 31, 
2018 017 

Balance at beginning of year: 

Goodwill): tO86).6.-3.3.49.-55. cia iauecs Gidthodoedyecsch na aa Blane, BE Gea Sia $752,731 $750,807 

Accumulated impairment losses (a) 6.0.0.0... eee eee (9,397) (9,397) 

Goodwill Net v2 4kiscts desc Ba etee.g 2k KGa eee has dks 743,334 741,410 
Changes in goodwill: 

Restaurantacquiisitions:(b) 22 seas isew anes el emnod ia olen doles 7,038 65,961 

Restaurant dispositions (b) .. 0... eee eects (208) (65,961) 

Currency translation adjustment ........ 0... ee eee ee eee (2,280) 1,924 
Balance at end of year: 

Goodwill, S108S.<..c14c.t ede lee taeneaanees tee sek ee gelee 757,281 752,731 

Accumulated impairment losses (a) 6.0.0... (9,397) (9,397) 

Goodwill Nets a: 4 sts desacte BE. gute ne aie waar de Aa sie auth ethos $747,884 $743,334 


(a) Accumulated impairment losses resulted from the full impairment of goodwill of the Wendy’s international 
franchise restaurants during the fourth quarter of 2013. 


(b) Goodwill acquired and disposed of during 2017 resulted from the DavCo and NPC Transactions. See Note 3 


for further information. 


Our annual goodwill impairment test was completed through a qualitative assessment performed in the fourth 
quarter of 2018, which indicated the fair value of goodwill of our Wendy’s North America restaurants was more likely 
than not greater than the carrying amount. 
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The following is a summary of the components of other intangible assets and the related amortization expense: 


Year End 
December 30, 2018 December 31, 2017 
Accumulated Accumulated 
Cost Amortization Net Cost Amortization Net 
Indefinite-lived: 
Trademarks ............. $ 903,000 $ — $ 903,000 $ 903,000 $ — $ 903,000 
Definite-lived: 
Franchise agreements ..... 348,200 ~=(170,134) 178,066 349,499 (154,140) 195,359 
Favorable leases .......... 233,990 (79,776) 154,214 239,096 (69,128) 169,968 
Reacquired rights under 
franchise agreements .... 11,807 (1,971) 9,836 1,680 (1,589) 91 
Software 22: a0s408 oo Gee 154,919 (105,882) 49,037 137,913 (84,746) 53,167 
$1,651,916 $(357,763) $1,294,153 $1,631,188 $(309,603) $1,321,585 


Aggregate amortization expense: 


Actual for fiscal year: 
QONG: bchedceewec eri eddad oe ceed ba Goon dod Wada eee ered $ 48,824 
QT ot eitay eeibetascs te Biiacign Gute aelersindtactonce aaein sede Sa aussg aay ae tetanerah tides antes Boa ea ete aeons 47,302 
DOU Bi cesar a acsne ch eeeca se ubateas w enticaece aka ade Gpaeane eo ar Gena beeen aus Wee ame tennnnae aves 52,064 
Estimate for fiscal year: 
DOWD scidvins 6rd gea Fa tben $b0 sdb deeded ai bay oer eee ee beard $ 47,987 
QOD Orr cechieiap distance ceeds farted taster Moa tira se vse hada aie ea aacaa de eaictidas dv asessetssccaofop ee ney Rosa ete a es 43,247 
QO2N. see ae ate Gk aiace ee ok dhe eee eer o4: eee SE ee 38,225 
QD ccad i tanecse- ust a yigicabars asdelenseeenese oi gueed oat acess goatee a atesal Geasdtetlec ei ane- acd ie Gadap aueaasis 33,701 
2023 eek ae RHR Be AO PAO Rae ga ee eS 30,499 
Phereakter® e455. scd i.e ws scadsodeerale: Quay egedld dey ode alacadic adipoacddd. Caudoue Va tige sad aed oe 197,494 
(11) Accrued Expenses and Other Current Liabilities 
Year End 
December 30, December 31, 
2018 2017 

Legaltéserves (4) a .sicsgedes sada sen agape elena ait heeds $55,883 $ 1,597 

Accrued compensation and related benefits ............. 0.00000 e eee 37,637 49,541 

ACCIMIEE RAKES! hx o05 tg dlankia'e Sed Pack aa oe ach GRAM He eerauerd nee Gas 20,811 19,924 

Ober ois ieee hie e heat ces @ atid eas bd dr ae os Si aS 36,305 40,562 

$150,636 $111,624 


(a) During 2018, the Company recorded a legal reserve of $50,000 for a settlement in the FI Case. See Note 23 for 
further information. The Company maintains insurance coverage for legal settlements, receivables for which are 


included in “Accounts and notes receivable, net.” See Note 7 for further information. 
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(12) Long-Term Debt 


Long-term debt consisted of the following: 


Year End 
December 30, December 31, 
2018 2017 
Series 2018-1 Class A-2 Notes: 
3.573% Series 2018-1 Class A-2-I Notes, anticipated repayment date 
2029". iene a Me Gileiedie Gants ee wis a aw eee on ee Rte we ig $ 445,500 $ — 
3.884% Series 2018-1 Class A-2-II Notes, anticipated repayment date 
QO D8 i ies a Se dros dee wed Ss Hk a eee ease ROB Aare beg Mee des 470,250 — 
Series 2015-1 Class A-2 Notes: 
3.371% Series 2015-1 Class A-2-I Notes, repaid with 2018 
TEANANGING. os. s.d0le weded ease AEST 4 Seeds EMes VEeGSt bs — 855,313 
4.080% Series 2015-1 Class A-2-II Notes, anticipated repayment date 
202 2a siebinars se Seared Paes hi teea aria d death wrordcare ar eaege Saeeee Ses 870,750 879,750 
4.497% Series 2015-1 Class A-2-IH Notes, anticipated repayment date 
202) 26 didas Diaries ORE OS dea ke ae ee eas 483,750 488,750 
7% debentures, due in 2025 0... ee cece ete e eee 90,769 89,514 
Capital lease obligations, due through 2045 .............. 0. eee ee eee 455,636 467,964 
Unamortized debt issuance Costs... 0. cee eee ee ee eee eee (32,217) (26,889) 
2,784,438 2,754,402 
Less amounts payable within one year..... 2... eee eee ee eee (31,655) (30,172) 
Totalilong-term:debt 5s occsacacsdaduty iene bese gane ete $2,752,783 $2,724,230 


Aggregate annual maturities of long-term debt, excluding the effect of purchase accounting adjustments, as of 
December 30, 2018 were as follows: 


Fiscal Year 
DUD eas Secasarapacecaas cand tovatevn cds Gdicacecotaguacitcduetaniuent- yack aceng eter aeaeuhoR eadsnus aaneasanstaneanic ake-aa $ 31,655 
202 O86 8.65 pad dead dee esirGeth deed BAH Gel WE EE A OR at Date Cee o 30,871 
DOA wi aremacared screen sig ettsnatalsecat toed Recs sate st assay atc sadsanieteleame auch antec eturenisend ne iauctutvehscaee 33,051 
DODD. srgcdre 2) Peactehee G-apiche acces ee dacs Raia So aye oe aoe Atanas eae ee Faas ROS 869,638 
DODD. 5 case a ianectun tect tsexo too) ka eiie accec tetas dyacienelsetanidaat pale coos be, Ne deeibc ance Dosen ia uatiaad, Gacacananate 28,328 
Whereatter :.2.3.4.64-24.06.0. 4.06 88Gb eds Has oieid ledsdaedeadaaas 1,832,343 


$2,825,886 


On June 1, 2015, Wendy’s Funding, LLC (“Wendy’s Funding” or the “Master Issuer”), a limited-purpose, 
bankruptcy-remote, wholly-owned indirect subsidiary of The Wendy’s Company, entered into a base indenture and a 
related supplemental indenture (collectively, the “Indenture”) under which the Master Issuer may issue multiple series 
of notes. On the same date, the Master Issuer issued fixed rate senior secured notes in the following 2015-1 series: 
Class A-2-I (the “Series 2015-1 Class A-2-I Notes”) with an initial principal amount of $875,000, Class A-2-II (the 
“Series 2015-1 Class A-2-II Notes”) with an initial principal amount of $900,000 and Class A-2-III (the “Series 
2015-1 Class A-2-III Notes”) with an initial principal amount of $500,000 (collectively, the “Series 2015-1 Class A-2 
Notes”). In addition, the Master Issuer entered into a revolving financing facility of Series 2015-1 Variable Funding 
Senior Secured Notes, Class A-1 (the “Series 2015-1 Class A-1 Notes” and, together with the Series 2015-1 Class A-2 
Notes, the “Series 2015-1 Senior Notes”), which allowed for the drawing of up to $150,000 under the Series 2015-1 
Class A-1 Notes, which included certain credit instruments, including a letter of credit facility. The Series 2015-1 
Class A-1 Notes were issued under the Indenture and allowed for drawings on a revolving basis. No amounts were 
borrowed under the Series 2015-1 Class A-1 Notes during 2018, 2017 and 2016. 
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The Series 2015-1 Senior Notes were issued in a securitization transaction pursuant to which certain of the 
Company’s domestic and foreign revenue-generating assets, consisting principally of franchise-related agreements, real 
estate assets, and intellectual property and license agreements for the use of intellectual property, were contributed or 
otherwise transferred to the Master Issuer and certain other limited-purpose, bankruptcy-remote, wholly-owned 
indirect subsidiaries of the Company that act as guarantors (the “Guarantors”) of the Series 2015-1 Senior Notes and 
that have pledged substantially all of their assets, excluding certain real estate assets and subject to certain limitations, 
to secure the Series 2015-1 Senior Notes. 


Interest and principal payments on the Series 2015-1 Class A-2 Notes are payable on a quarterly basis. The 
requirement to make such quarterly principal payments on the Series 2015-1 Class A-2 Notes is subject to certain 
financial conditions set forth in the Indenture. The legal final maturity date of the Series 2015-1 Class A-2 Notes is in 
June 2045, but, unless earlier prepaid to the extent permitted under the Indenture, the anticipated repayment dates of 
the Series 2015-1 Class A-2-II Notes and the Series 2015-1 Class A-2-HI Notes will be seven and 10 years, 
respectively, from the date of issuance (the “Anticipated Repayment Dates”). If the Master Issuer has not repaid or 
refinanced the Series 2015-1 Class A-2 Notes prior to the respective Anticipated Repayment Dates, additional interest 
will accrue pursuant to the Indenture. As further discussed below, on January 17, 2018, the Master Issuer completed a 
refinancing transaction under which the proceeds received were used to redeem the Master Issuer’s outstanding Series 
2015-1 Class A-2-I Notes. 


On January 17, 2018, Wendy’s Funding completed a refinancing transaction under which the Master Issuer 
issued fixed rate senior secured notes in the following 2018-1 series: Class A-2-I (the “Series 2018-1 Class A-2-I 
Notes”) with an initial principal amount of $450,000 and Class A-2-II (the “Series 2018-1 Class A-2-II Notes”) with 
an initial principal amount of $475,000 (collectively, the “Series 2018-1 Class A-2 Notes”). Interest payments on the 
Series 2018-1 Class A-2 Notes are payable on a quarterly basis. The legal final maturity date of the Series 2018-1 
Class A-2 Notes is in March 2048. The net proceeds from the sale of the Series 2018-1 Class A-2 Notes were used to 
redeem the Master Issuer’s outstanding Series 2015-1 Class A-2-I Notes, to pay prepayment and transaction costs and 
for general corporate purposes. As a result, the Company recorded a loss on early extinguishment of debt of $11,475 
during 2018, which was comprised of the write-off of certain deferred financing costs and a specified make-whole 
payment. The Series 2018-1 Class A-2 Notes have scheduled principal payments of $9,250 annually from 2019 
through 2024, $423,250 in 2025, $4,750 in each 2026 through 2027 and $427,500 in 2028. 


Concurrently, the Master Issuer entered into a revolving financing facility of Series 2018-1 Variable Funding 
Senior Secured Notes, Class A-1 (the “Series 2018-1 Class A-1 Notes” and, together with the Series 2018-1 Class A-2 
Notes, the “Series 2018-1 Senior Notes”), which allows for the drawing of up to $150,000 using various credit 
instruments, including a letter of credit facility. The Series 2015-1 Class A-1 Notes were canceled on the closing date 
and the letters of credit outstanding against the Series 2015-1 Class A-1 Notes were transferred to the Series 2018-1 
Class A-1 Notes. The Series 2018-1 Senior Notes are secured by substantially all of the assets of the Master Issuer and 
the Guarantors, excluding certain real estate assets and subject to certain limitations. The Series 2018-1 Senior Notes 
and the remaining Series 2015-1 Class A-2 Notes are collectively the “Senior Notes.” 


The Series 2018-1 Class A-1 Notes accrue interest at a variable interest rate based on (i) the prime rate, 
(ii) overnight federal funds rates, (iii) the London interbank offered rate for U.S. Dollars or (iv) with respect to 
advances made by conduit investors, the weighted average cost of, or related to, the issuance of commercial paper 
allocated to fund or maintain such advances, in each case plus any applicable margin and as specified in the Series 
2018-1 Class A-1 note agreement. There is a commitment fee on the unused portion of the Series 2018-1 Class A-1 
Notes which ranges from 0.40% to 0.75% based on utilization. As of December 30, 2018, $26,746 of letters of credit 
were outstanding against the Series 2018-1 Class A-1 Notes which relate primarily to interest reserves required under 
the Indenture. No amounts were borrowed under the Series 2018-1 Class A-1 Notes during 2018. 


During 2018 and 2017, the Company incurred debt issuance costs of $17,580 and $351, respectively, in 
connection with the issuance of the Series 2018-1 Senior Notes. During 2017, the Company also incurred debt 
issuance costs in connection with the issuance of the Series 2015-1 Senior Notes of $561. The debt issuance costs are 
being amortized to “Interest expense, net” through the Anticipated Repayment Dates of the Senior Notes utilizing the 
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effective interest rate method. As of December 30, 2018, the effective interest rates, including the amortization of 
debt issuance costs, were 4.361%, 4.696%, 3.815% and 4.057% for the Series 2015-1 Class A-2-II Notes, Series 
2015-1 Class A-2-III Notes, Series 2018-1 Class A-2-I Notes and Series 2018-1 Class A-2-II Notes, respectively. 


The Senior Notes are subject to a series of covenants and restrictions customary for transactions of this type, 
including (i) that the Master Issuer maintains specified reserve accounts to be used to make required payments in 
respect of the Senior Notes, (ii) provisions relating to optional and mandatory prepayments and the related payment 
of specified amounts, including specified make-whole payments in the case of the Series 2015-1 Class A-2 Notes and 
Series 2018-1 Class A-2 Notes under certain circumstances, (iii) certain indemnification payments in the event, 
among other things, the assets pledged as collateral for the Senior Notes are in stated ways defective or ineffective and 
(iv) covenants relating to recordkeeping, access to information and similar matters. The Senior Notes are also subject 
to customary rapid amortization events provided for in the Indenture, including events tied to failure to maintain 
stated debt service coverage ratios, the sum of global gross sales for specified restaurants being below certain levels on 
certain measurement dates, certain manager termination events, an event of default, and the failure to repay or 
refinance the Series 2015-1 Class A-2 Notes and Series 2018-1 Class A-2 Notes on the applicable scheduled maturity 
date. The Senior Notes are also subject to certain customary events of default, including events relating to 
non-payment of required interest, principal, or other amounts due on or with respect to the Senior Notes, failure to 
comply with covenants within certain time frames, certain bankruptcy events, breaches of specified representations 
and warranties, failure of security interests to be effective, and certain judgments. 


In accordance with the Indenture, certain cash accounts have been established with the Indenture trustee for the 
benefit of the trustee and the noteholders, and are restricted in their use. As of December 30, 2018 and December 31, 
2017, Wendy’s Funding had restricted cash of $29,538 and $28,933, respectively, which primarily represents cash 
collections and cash reserves held by the trustee to be used for payments of principal, interest and commitment fees 
required for the Series 2015-1 Class A-2 Notes and Series 2018-1 Class A-2 Notes. 


Wendy’s 7% debentures are unsecured and were reduced to fair value in connection with the Wendy’s Merger 
based on their outstanding principal of $100,000 and an effective interest rate of 8.6%. The fair value adjustment is 
being accreted and the related charge included in “Interest expense, net” until the debentures mature. These 
debentures contain covenants that restrict the incurrence of indebtedness secured by liens and certain capitalized lease 
transactions. 


Wendy’s U.S. advertising fund has a revolving line of credit of $25,000. Neither the Company, nor Wendy’s, is 
the guarantor of the debt. The advertising fund facility was established to fund the advertising fund operations. 
During 2018, the Company borrowed and repaid $9,837 and $11,124, respectively, under the line of credit. The full 
amount of the line was available as of December 30, 2018. During 2017, the Company borrowed and repaid $31,130 
and $29,843, respectively, under the line of credit. 


At December 30, 2018, one of Wendy’s Canadian subsidiaries had a revolving credit facility of C$6,000 which 
bears interest at the Bank of Montreal Prime Rate. The debt is guaranteed by Wendy’s. The full amount of the line 
was available under this line of credit as of December 30, 2018. 


The following is a summary of the Company’s assets pledged as collateral for certain debt: 


Year End 
December 30, 
2018 
Gash and cash equivalents:...0 icai god sin dea gout tGe ee tiatewdett dea bdtetdesndia $ 32,213 
Restricted cash and other assets (including long-term) ........ 0.0.00. cece eee eee eee ee 29,645 
Accounts and notes receivable, net 0.0.0... cc cece ec cee e ete nee tenn eee nnenes 35,799 
Inventories 26... ce ce ee ee en eee ne teen ene t eee ee teens neenes 3,667 
PrOPCrtleS: oo e4 ctu he eae ends GEIS He PSE ei eae ee eee ees 263,083 
Other intampible assets) 2c5.1553..dece: tee. tig avasdeh Fas lectie wuarstinsns dee Siu panna aa enepheed eMepddueledd gee 1,079,800 
$1,444,207 
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(13) Fair Value Measurements 


Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. Valuation techniques under the accounting 
guidance related to fair value measurements are based on observable and unobservable inputs. Observable inputs 
reflect readily obtainable data from independent sources, while unobservable inputs reflect our market assumptions. 
These inputs are classified into the following hierarchy: 


Level 1 Inputs - Quoted prices for identical assets or liabilities in active markets. 


Level 2 Inputs - Quoted prices for similar assets or liabilities in active markets; quoted prices for identical or 
similar assets or liabilities in markets that are not active; and model-derived valuations whose inputs are 
observable or whose significant value drivers are observable. 


Level 3 Inputs - Pricing inputs are unobservable for the assets or liabilities and include situations where there is 
little, if any, market activity for the assets or liabilities. The inputs into the determination of fair value require 
significant management judgment or estimation. 


Financial Instruments 


The following table presents the carrying amounts and estimated fair values of the Company’s financial instruments: 


December 30, 2018 December 31, 2017 
ae a ee ee ee 
Amount Value Amount Value Measurements 

Financial assets 

Cash equivalents: i. .4ecrtdased ban ekeasns $222,228 $222,228 $ 338 $ 338 Level l 

Other investments in equity securities (a) ...... 639 2,181 639 327,710 Level 3 
Financial liabilities 

Series 2018-1 Class A-2-I Notes (b) .......... 445,500 424,026 — = Level 2 

Series 2018-1 Class A-2-II Notes (b) ......... 470,250 439,353 — — Level 2 

Series 2015-1 Class A-2-I Notes (b) .......... — — 855,313 856,510 Level 2 

Series 2015-1 Class A-2-II Notes (b) ......... 870,750 865,342 879,750 897,961 Level 2 

Series 2015-1 Class A-2-HI Notes (b)......... 483,750 482,522 488,750 513,188 Level 2 

7% debentures, due in 2025 (b) ............. 90,769 102,750 89,514 107,000 Level 2 

Guarantees of franchisee loan obligations (c) ... 17 17 37 37 Level 3 


(a) The fair value of our indirect investment in Arby’s as of December 31, 2017 was based on applying a multiple to 
Arby’s adjusted earnings before income taxes, depreciation and amortization per its current unaudited financial 
information. The carrying value of our indirect investment in Arby’s was reduced to zero during 2013 in connection 
with the receipt of a dividend. On February 5, 2018, a subsidiary of ARG Parent acquired Buffalo Wild Wings, Inc. 
As a result, our ownership interest included both the Arby’s and Buffalo Wild Wings brands under the newly formed 
combined company, Inspire Brands. On August 16, 2018, the Company sold its remaining ownership interest to 
Inspire Brands for $450,000. See Note 8 for further information. The fair values of our remaining investments are not 
significant and are based on our review of information provided by the investment managers or investees which was 
based on (1) valuations performed by the investment managers or investees, (2) quoted market or broker/dealer prices 
for similar investments and (3) quoted market or broker/dealer prices adjusted by the investment managers for legal or 
contractual restrictions, risk of nonperformance or lack of marketability, depending upon the underlying investments. 


(b) The fair values were based on quoted market prices in markets that are not considered active markets. 


(c) Wendy’s has provided loan guarantees to various lenders on behalf of franchisees entering into debt 
arrangements for equipment financing. We have accrued a liability for the fair value of these guarantees, the 
calculation of which was based upon a weighted average risk percentage. 
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The carrying amounts of cash, accounts payable and accrued expenses approximated fair value due to the short- 
term nature of those items. The carrying amounts of accounts and notes receivable, net (both current and 
non-current) approximated fair value due to the effect of the related allowance for doubtful accounts. Our cash 
equivalents and guarantees are the only financial assets and liabilities measured and recorded at fair value on a 
recurring basis. 


Non-Recurring Fair Value Measurements 


Assets and liabilities remeasured to fair value on a non-recurring basis resulted in impairment that we have 
recorded to “Impairment of long-lived assets” in our consolidated statements of operations. 


Total impairment losses may reflect the impact of remeasuring long-lived assets held and used (including land, 
buildings, leasehold improvements and favorable lease assets) to fair value as a result of (1) declines in operating 
performance at Company-operated restaurants and (2) the Company’s decision to lease and/or sublease the land and/ 
or buildings to franchisees in connection with the sale or anticipated sale of restaurants, including any subsequent 
lease modifications. The fair value of long-lived assets held and used presented in the tables below represents the 
remaining carrying value and was estimated based on either discounted cash flows of future anticipated lease and 
sublease income or discounted cash flows of future anticipated Company-operated restaurant performance. 


Total impairment losses may also include the impact of remeasuring long-lived assets held for sale, which 
primarily include surplus properties. The fair values of long-lived assets held for sale presented in the tables below 
represent the remaining carrying value and were estimated based on current market values. See Note 17 for more 
information on impairment of our long-lived assets. 


Fair Value Measurements 


December 30, 2018 
2018 Level 1 Level2  Level3 Total Losses 
Held and used ... 0... 0. eee eee $ 462 $— $— $ 462 $4,343 
Held forsale: ..40.440006¢-0404 0040400840 o06% 1,031 — a 1,031 354 
MO tall es costo aati 8 aatentoeahuesiene ah, aces ees $1,493 $— $— = $1,493 $4,697 


Fair Value Measurements 


December 31, 2017 
2017 Level 1 Level2 Level3 Total Losses 
Held and tised. s.:scig ties bn deach's Seared See eed $ 757 $— $— $ 757 $3,413 
Held forsale vik snk ewe ne ds vain owas eae 1,560 = = 1,560 684 
OD OtAlN 624 yest oleae ced cctensttuidesiay ou eae sariatest $2,317 $— $— $2,317 $4,097 
(14) Income Taxes 
Income before income taxes is set forth below: 
Year Ended 
ais 20M ale 
DIGIC EG eset coe she acs 5e hn GP stot ne eh te, Gains aes $560,776 $86,892 $192,082 
Foreign (a) sss eae tea aise ed aah ills eld tits 14,140 14,127 9,608 


$574,916 $101,019 $201,690 


(a) Excludes foreign income of domestic subsidiaries. 
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The (provision for) benefit from income taxes is set forth below: 


Year Ended 
auld 20N7 amis 
Current: 
WES federal acs a! od tatidnbeied Sica de hatey dideaed Gadde er aeirn eases 4 $(109,078) $(13,092)  $(75,167) 
States issihnd io hechde- Seed bined, Saw acelin 4 (2,661) (4,055) (5,805) 
Foreign’ iv enijediespecies chia ebag meg gedit + (9,630) (9,173) (5,307) 
Current tax provision «6.0... 0... cee eee eee eee (121,369) (26,320) (86,279) 
Deferred: 
MES Feet isd & ied baleen Geded Siete ates dudeaed coded Gueaelp eds 4 5,071 127,592 7,975 
State ve eh wile see 4 we dtids nevi thes och neednbdseond ob esedcbomelicn de 441 (7,729) 6,733 
POLISH aes ss ieea cares sera eda eee e eee ets + 1,056 (533) (495) 
Deferred tax benefit .... 0.0.0... c ec cee eee 6,568 119,330 14,213 
Income tax (provision) benefit ...............008. $(114,801) $ 93,010 $(72,066) 
Deferred tax assets (liabilities) are set forth below: 
Year End 
December 30, December 31, 
2018 2017 
Deferred tax assets: 
Net operating loss and credit carryforwards.............-22-2000- $ 59,690 $ 66,770 
Wrhrtavorable: leases: 92.2 cbc nae Sid og eeeke a eb wtice sl Piped eas 35,801 40,544 
Deferred reventie. .36cdi nein eta eed sede aie’ bo e6 ead 23,904 328 
Deterted rent... .5-53 bbis atin eis eke Ghd baie Pee ead 16,807 14,862 
Accrued expenses and reserves 0... eee 14,840 9,673 
Accrued compensation and related benefits................00000. 14,804 17,904 
OSB hiss dete seces Gua ee. ttdinraeotast ay ae aang augue gudveire dbiahe ave dark 5,016 3,977 
Valuation allowances .... 0.0.00. ccc cee teen e ence eens __ (42,175) __ (47,295) 
Total deferred tax:assets: 2 )scccasihi tehead oibs Godud wed peniawdeess 128,687 106,763 
Deferred tax liabilities: 
Tntangible:assets: 223 s.cciaciecced is aiitookns eae Seiad bass (324,394) (333,708) 
Owned and leased fixed assets, net of related obligations............ (47,021) (47,702) 
Other sg. cits dunce eke a eased aed devitag Bole pclae wees Hew as (26,432) (24,406) 
Total deferred tax liabilities... 0... ec ce eee eee (397,847) (405,816) 


$(269,160) — $(299,053) 


Changes in the Company’s deferred tax asset and liability balances were primarily the result of the adoption of 
new guidance for revenue recognition. See “New Accounting Standards Adopted” in Note 1 for further information. 


Major Tax Legislation 


On December 22, 2017, the U.S. government enacted the Tax Act. The Tax Act makes broad and complex 
changes to the U.S. tax code that affected 2017, including but not limited to (1) requiring a one-time transition tax 
on certain unrepatriated earnings of foreign subsidiaries and (2) bonus depreciation that will allow for full expensing 


of qualified property. 


The Tax Act also establishes new tax laws that are effective for 2018, including but not limited to (1) reducing 
the U.S. federal corporate tax rate from 35% to 21%, (2) a new provision designed to tax global intangible low-taxed 
income (“GILTT’), (3) a general elimination of U.S. federal income taxes on dividends from foreign subsidiaries, (4) a 
limitation on deductible interest expense and (5) limitations on the deductibility of certain executive compensation. 
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The Securities and Exchange Commission issued guidance on accounting for the tax effects of the Tax Act. The 
guidance provides a measurement period that should not extend beyond one year from the Tax Act enactment date 
for companies to complete the accounting. In accordance with the guidance, a company must reflect the income tax 
effects of those aspects of the Tax Act for which the accounting is complete. To the extent that a company’s 
accounting for certain income tax effects of the Tax Act is incomplete but it is able to determine a reasonable estimate, 
it must record a provisional estimate in the financial statements. If a company cannot determine a provisional estimate 
to be included in the financial statements, it should continue its accounting on the basis of the provisions of the tax 
laws that were in effect immediately before the enactment of the Tax Act. 


In our initial analysis of the impact of the Tax Act, we recorded a discrete net tax benefit of $140,379 during 
2017. This net benefit primarily consisted of a benefit of $164,893 for the impact of the corporate rate reduction on 
our net deferred tax liabilities, partially offset by a net expense of $22,209 for the international-related provisions, 
including the transition tax (and the related impact to our recorded valuation allowance) and deferred taxes recorded 
on foreign earnings previously considered permanently reinvested. The Company recognized the provisional tax 
impacts related to the revaluation of deferred tax assets and liabilities and the transition tax and included these 
amounts in its consolidated financial statements for 2017. 


In our continued analysis of the Tax Act, we adjusted our provisional amounts and recorded a discrete net tax 
expense of $2,159 during 2018. This includes a net expense of $2,426 related to the impact of the corporate rate 
reduction on our net deferred tax liabilities, a net expense of $991 related to the limitations on the deductibility of 
certain executive compensation and $28 of state income tax, partially offset by $1,286 for the net benefit of foreign 
tax credits. At December 30, 2018, we finalized our policy and have elected to use the period cost method for GILTI 
provisions and therefore have not recorded deferred taxes for basis differences expected to reverse in future periods. 


Based on certain provisions contained in the Tax Act, the unrepatriated earnings of foreign subsidiaries, 
primarily Canadian, are no longer considered permanently invested outside of the U.S. As of December 30, 2018, we 
have provided a deferred foreign tax provision of $1,985 on these unrepatriated earnings. 


The amounts and expiration dates of net operating loss and tax credit carryforwards are as follows: 


Amount Expiration 
Tax credit carryforwards: 
USS. federal foreign tax credits .. 0... eee eee eee $ 9,267 2022-2029 
State tax Credits: a. pcig ddd didn d hed Meee dood yess 559 2020-2023 
Foreign tax credits of non-U.S. subsidiaries ........... 2,674 Not applicable 
BOTA <oialacsdta-a: natege aoa alerstacbyan Reeceaaaanacee eexaaaie $ 12,500 
Net operating loss carryforwards: 
State and local net operating loss carryforwards ........ $1,204,260 2019-2035 
Foreign net operating loss carryforwards ............. 216 2023-2026 
DOtal, £2.28 ae cone ieee ewe oa naw aay eae meee $1,204,476 


The Company’s valuation allowances of $42,175 and $47,295 as of December 30, 2018 and December 31, 
2017, respectively, relate to foreign and state tax credit carryforwards and net operating loss carryforwards. Valuation 
allowances decreased $5,120 and $5,697 during 2018 and 2016, respectively, and increased $35,895 during 2017, 
primarily as a result of the Tax Act and our system optimization initiative described in Note 3. The reduction in the 
US. corporate rate from 35% to 21% decreases our ability to utilize foreign tax credit carryforwards after 2017 and 
we expect them to expire unused. The relative presence of Company-operated restaurants in various states impacts 
expected future state taxable income available to utilize state net operating loss carryforwards. 


The current portion of refundable income taxes was $14,475 and $26,262 as of December 30, 2018 and 
December 31, 2017, respectively, and is included in “Accounts and notes receivable, net.” There were no long-term 
refundable income taxes as of December 30, 2018 and December 31, 2017. 
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The reconciliation of income tax computed at the U.S. federal statutory rate of 21% for 2018 and 35% for 


2017 and 2016 to reported income tax is set forth below: 


(a) 


(b) 


(c) 


(d) 


Year Ended 
2018 (a) 2017 (a) 2016 
Income tax provision at the U.S. federal statutory rate ........... $(120,732) $ (35,357) $(70,592) 
State income tax provision, net of U.S. federal income tax effect ... (221) (6,451) (3,767) 
Federal rate change: <oss ¢h2g 2s gorse se ede dete w ees 1 4euG — 164,893 — 
Priot yeats’ tax mattets (DB). s.o.ne ted gan Sedans te eee (9,970) 15,964 — 
Excess tax benefits from share-based compensation ............. 10,250 5,196 — 
Domestic tax planning initiatives... 0.2... 2. eee ee eee — 4,282 — 
Foreign and U.S. tax effects of foreign operations .............. (856) 2,408 2,278 
Valuation allowances (b) (Cc)... cece eee 5,120 (35,895) 4,915 
Non-deductible goodwill (d) 2.0.1... ee cee eee (41) (15,458) (6,409) 
DPAMISIELO NCAR, © jay 2hes ok aficacsa-cd Seca asaridvabtrcalalondeacy ended andi dea saSendialedinadiens — (4,446) — 
Unrepatriated earnings eis. o:sadienaatiaty enact cottnietcnag dence ds dy aiedig 8. aps (326) (1,801) — 
Non-deductible expenses and other ........ 0.000.000 cee e eee 1,975 (325) 1,509 


$(114,801) $ 93,010 $(72,066) 


2018 includes the following impacts associated with the Tax Act: (1) a net expense of $2,426 related to the 
impact of the corporate rate reduction on our net deferred tax liabilities, (2) a net expense of $991 related to the 
limitations on the deductibility of certain executive compensation, (3) a net expense of $28 of state income tax 
and (4) a net benefit of $1,286 related to foreign tax credits. 2017 includes the following impacts associated with 
the Tax Act: (1) the revaluation of our U.S. net deferred tax liability at 21% resulting in a benefit of $164,893, 
(2) a full valuation allowance of $15,962 on our U.S. foreign tax credit carryforwards due to the decrease in the 
U.S. federal tax rate, resulting in the Company concluding it is more likely than not that we will not be able to 
utilize our carryforwards before they expire, (3) a one-time transition tax of $4,446, (4) deferred tax on 
unrepatriated earnings of $1,801 and (5) other net expenses of $2,305. 


In 2018, includes expense of $9,542 related to the Tax Act, which was partially offset by a $7,535 reduction in 
valuation allowances. In 2017, primarily related to certain state net operating loss carryforwards, previously 
considered worthless, that existed at the beginning of the year. The Company changed its judgment during 2017 
regarding the likelihood of the utilization of these carryforwards. Because of this change, the Company 
recognized a deferred tax asset of $16,643, net of federal benefit, which was partially offset by an increase in 
valuation allowance of $13,667, net of federal benefit. 


2016 includes a $2,878 benefit related to the correction to a prior year identified and recorded in the first 
quarter of 2016. 


Substantially all of the goodwill included in the net gain (loss) on sales of restaurants in 2018, 2017 and 2016 
under our system optimization initiative was non-deductible for tax purposes. See Note 3 for further 
information. 2016 includes a $3,837 federal benefit related to the correction to a prior year identified and 
recorded in the second quarter of 2016. The corresponding state benefit correction of $398 is included in the 
state income tax provision amount above. 


The Company participates in the Internal Revenue Service (the “IRS”) Compliance Assurance Process (“CAP”). 


As part of CAP, tax years are examined on a contemporaneous basis so that all or most issues are resolved prior to the 
filing of the tax return. As such, our tax returns for fiscal years 2009 through 2016 have been settled. Certain of the 
Company’s state income tax returns from its 2014 fiscal year and forward remain subject to examination. We believe 
that adequate provisions have been made for any liabilities, including interest and penalties that may result from the 
completion of these examinations. 
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Unrecognized Tax Benefits 


As of December 30, 2018, the Company had unrecognized tax benefits of $27,632, which, if resolved favorably 
would reduce income tax expense by $23,497. A reconciliation of the beginning and ending amount of unrecognized 
tax benefits follows: 


Year End 
December 30, December 31, January 3, 
2018 2017 2016 
Beginning balance: 2:04 sataisios ohage $5 eee won ke seek aeees $28,848 $19,545 $21,224 
Additions: 
Tax positions of current year... . see eee eee 3,874 8,251 306 
Tax positions of prior years... 6... eee eee eee ee 2,598 1,704 440 
Reductions: 
Tax positions of prior years... 0.0... eee ee eee eee (7,553) (295) (2,126) 
Settlements: 0d i.cis cna eeaase oie eeeh saa eb 4 (21) (34) (42) 
Lapse of statute of limitations .................00. (114) (323) (257) 
Ending balancé's2 2.054 3.idejes dade att akleotatdiosawata ss $27,632 $28,848 $19,545 


The addition of unrecognized tax benefits in 2018 was primarily related to a position taken on state returns 
regarding the sale of Inspire Brands, and the reduction of unrecognized benefits in 2018 was primarily related to 
settlements with various taxing jurisdictions, including amended returns that were filed in 2017. The addition of 
unrecognized tax benefits in 2017 was primarily related to the filing of amended returns in various jurisdictions, as 


well as an unfavorable court decision which caused us to change our judgment about the technical merits of a filing 
position. 


During 2019, we believe it is reasonably possible the Company will reduce unrecognized tax benefits by up to 
$7,731 due primarily to the lapse of statutes of limitations. 


During 2018, 2017 and 2016, the Company recognized $(12), $161 and $75 of (income) expense for interest 
and $(309), $(106) and $25 of (income) expense for penalties, respectively, related to uncertain tax positions. The 


Company has $1,428 and $1,451 accrued for interest and $199 and $509 accrued for penalties as of December 30, 
2018 and December 31, 2017, respectively. 


(15) Stockholders’ Equity 
Dividends 


During 2018, 2017 and 2016, The Wendy’s Company paid dividends per share of $0.34, $0.28 and $0.245, 
respectively. 
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Treasury Stock 


There were 470,424 shares of common stock issued at the beginning and end of 2018, 2017 and 2016. 
Treasury stock activity for 2018, 2017 and 2016 was as follows: 


Treasury Stock 
2018 2017 2016 

Number of shares at beginning of year .... 0... eee eee eee 229,912 223,850 198,109 
Repurchases of common stock ......... 0... 15,808 8,607 29,545 
Common shares issued: 

StocksOptlons; NEt iis isthe ce tba ede aee Lapeer tea sees, (5,824) (1,853) (2,914) 

Restricted: stock; Net ss ed esacera ea bested acdsee a aseaue as (627) (612) (796) 

Director tees: dee psact ayer ean ante ecseass eenarak a e h keeles (15) (15) (20) 
Other 265.5 od edie eee hei ta eat Geciebbttakbeieege (63) (65) (74) 
Number of shares at end of year 1... 00... cee eee eee eee 239,191 229,912 223,850 


Repurchases of Common Stock 


In February 2018, our Board of Directors authorized a repurchase program for up to $175,000 of our common 
stock through March 3, 2019, when and if market conditions warrant and to the extent legally permissible. In August 
2018, our Board of Directors authorized an additional share repurchase program for up to $100,000 of our common 
stock through December 27, 2019 with a portion of the proceeds obtained through the sale of our remaining 
ownership interest in Inspire Brands, when and if market conditions warrant and to the extent legally permissible. In 
November 2018, the Board of Directors approved an increase of $120,000 to the August 2018 authorization, 
resulting in a total authorization of $220,000. In November 2018, the Company entered into an accelerated share 
repurchase agreement (the “2018 ASR Agreement”) with a third-party financial institution to repurchase common 
stock as part of the Company’s existing share repurchase programs. Under the 2018 ASR Agreement, the Company 
paid the financial institution an initial purchase price of $75,000 in cash and received an initial delivery of 3,645 
shares of common stock, representing an estimate of 85% of the total shares expected to be delivered under the 2018 
ASR Agreement. The total number of shares of common stock ultimately purchased by the Company under the 2018 
ASR Agreement was based on the average of the daily volume-weighted average prices of the common stock during 
the term of the 2018 ASR Agreement, less an agreed upon discount. On December 18, 2018, the Company 
completed the 2018 ASR Agreement and received an additional 720 shares of common stock. Additionally, during 
2018, the Company repurchased 10,058 shares under the February 2018 and November 2018 authorizations with an 
aggregate purchase price of $172,584, of which $1,827 was accrued at December 30, 2018, and excluding 
commissions of $141. As of December 30, 2018, the Company had completed its February 2018 authorization and 
had $147,417 of availability remaining under its November 2018 authorization. Subsequent to December 30, 
2018 through February 19, 2019, the Company repurchased 1,277 shares under the November 2018 authorization 
with an aggregate purchase price of $21,457, excluding commissions of $18. In February 2019, our Board of 
Directors authorized the repurchase of up to $225,000 of our common stock through March 1, 2020, when and if 
market conditions warrant and to the extent legally permissible. In connection with the February 2019 authorization, 
the November 2018 authorization was canceled. 


In February 2017, our Board of Directors authorized a repurchase program for up to $150,000 of our common 
stock through March 4, 2018, when and if market conditions warranted and to the extent legally permissible. During 
2018, the Company completed the February 2017 authorization with the repurchase of 1,385 shares with an 
aggregate purchase price of $22,633, excluding commissions of $19. During 2017, the Company repurchased 8,607 
shares under the February 2017 authorization with an aggregate purchase price of $127,367, of which $1,259 was 
accrued at December 31, 2017 and excluding commissions of $123. 


On June 1, 2015, our Board of Directors authorized a repurchase program for up to $1,400,000 of our 
common stock through January 1, 2017, when and if market conditions warranted and to the extent legally 
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permissible. In November 2016, the Company entered into an accelerated share repurchase agreement (the “2016 
ASR Agreement”) with a third-party financial institution to repurchase common stock as part of the Company’s 
existing $1,400,000 share repurchase program. Under the 2016 ASR Agreement, the Company paid the financial 
institution an initial purchase price of $150,000 in cash and received an initial delivery of 11,087 shares of common 
stock, representing an estimate of 85% of the total shares expected to be delivered under the 2016 ASR Agreement. 
The total number of shares of common stock ultimately purchased by the Company under the 2016 ASR Agreement 
was based on the average of the daily volume-weighted average prices of the common stock during the term of the 
2016 ASR Agreement, less an agreed upon discount. On December 27, 2016, the Company completed the 2016 
ASR Agreement and received an additional 316 shares of common stock. Additionally, during 2016, the Company 
repurchased 18,142 shares with an aggregate purchase price of $184,986, excluding commissions of $272. As a result, 
the Company completed substantially all of the $1,400,000 share repurchase program. 


Preferred Stock 


There were 100,000 shares authorized and no shares issued of preferred stock throughout 2018, 2017 and 
2016. 


Accumulated Other Comprehensive Loss 


The following table provides a rollforward of the components of accumulated other comprehensive income 
(loss), net of tax as applicable: 
Foreign 


Currency — Cash Flow 
Translation Hedges (a) Pension (b) Total 


Balance at January 3, 2016 1.0... .. ee eee eee $(66,163) $(3,571) $(1,089) $(70,823) 
Current-period other comprehensive income (loss) .. . 5,864 1,774 (56) 7,582 
Balance at January 1, 2017 1.01... . ee eee eee eee (60,299) (1,797) (1,145) (63,241) 
Current-period other comprehensive income........ 15,150 1,797 96 17,043 
Balance at December 31, 2017 .... 0.0.0.0... 0c ee eee (45,149) — (1,049) (46,198) 
Current-period other comprehensive (loss) income ... (16,524) — 1,049 (15,475) 
Balance at December 30, 2018 ....... 00.0000 ce eee eee $(61,673) $ — $$ — _ $(61,673) 


(a) During 2015, the Company terminated seven forward-starting interest rate swaps designated as cash flow 
hedges, which had an original maturity date of December 31, 2017. As a result, current-period other 
comprehensive income (loss) for 2017 and 2016 includes the reclassification of unrealized losses on cash flow 
hedges of $1,797 and $1,774, respectively, from “Accumulated other comprehensive loss” to our consolidated 
statements of operations consisting of $2,894 and $2,894, respectively, recorded to “Interest expense, net,” net 
of the related income tax benefit of $1,097 and $1,120, respectively, recorded to “(Provision for) benefit from 
income taxes.” 


(b) During 2018, the Company terminated two frozen defined benefit plans. See Note 19 for further information. 


(16) Share-Based Compensation 


The Company maintains several equity plans, which collectively provide or provided for the grant of stock 
options, restricted shares, tandem stock appreciation rights, restricted share units and performance shares to certain 
officers, other key employees, non-employee directors and consultants. The Company has not granted any tandem 
stock appreciation rights. During 2010, the Company implemented the 2010 Omnibus Award Plan (as amended, the 
“2010 Plan”) with shareholder approval for the issuance of equity awards as described above. In June 2015, the 2010 
Plan was amended with shareholder approval, to increase the number of shares of common stock available for issuance 
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under the plan by 20,000. All equity grants during 2018, 2017 and 2016 were issued from the 2010 Plan and the 
2010 Plan is currently the only equity plan from which future equity awards may be granted. As of December 30, 
2018, there were approximately 26,135 shares of common stock available for future grants under the 2010 Plan. 
During the periods presented in the consolidated financial statements, the Company settled all exercises of stock 
options and vesting of restricted shares, including performance shares, with treasury shares. 


Stock Options 


The Company’s current outstanding stock options have maximum contractual terms of 10 years and vest 
ratably over three years or cliff vest after three years. The exercise price of options granted is equal to the market price 
of the Company’s common stock on the date of grant. The fair value of stock options on the date of grant is 
calculated using the Black-Scholes Model. The aggregate intrinsic value of an option is the amount by which the fair 
value of the underlying stock exceeds its exercise price. 


The following table summarizes stock option activity during 2018: 


Weighted 
Weighted Average 
Average Remaining Aggregate 
Number of — Exercise Contractual _ntrinsic 


Options Price Life in Years Value 
Outstanding at December 31, 2017 ...............04. 17,325 $ 9.56 
Grated. -o 26h a PERU lead the utok ie val aoas Se as 2,225 18.51 
Ex@icised sis 6. caddis. echo Qh Sosa ik bea keen eee sas (6,736) 8.12 
Forfeited and/or expired ... 0.0.0... eee eee eee ee (137) 13.52 
Outstanding at December 30, 2018 ...............0-. 12,677 $11.86 7.07 $54,203 
Vested or expected to vest at December 30, 2018 ........ 12,563 $11.82 7.05 $54,063 
Exercisable at December 30, 2018 .............-.004. 7,827 $ 9.47 5.98 $48,185 


The total intrinsic value of options exercised during 2018, 2017 and 2016 was $62,744, $14,624 and $12,594, 
respectively. The weighted average grant date fair value of stock options granted during 2018, 2017 and 2016 was 
$4.12, $3.12 and $2.12, respectively. 


The weighted average grant date fair value of stock options was determined using the following assumptions: 


2018 a7 2016 
Risk-free interest tate. i5.4 idbeebied betd mecbiwetas bb pede eens 2.77% 1.94% 1.28% 
Expected option life im yeats:..c5. secs e ve egies tau seeeee wanes es 5.62 5.62 5.62 
Expected volatility’. ..i44 e.o4dahbloaad ne ceeneredd eoeaee Ve Se ebe 24.27% 23.88% 28.25% 
Expected dividend yield: 22.cicccos ge disguise oe cose depen eee 1.84% 1.82% 2.38% 


The risk-free interest rate represents the U.S. Treasury zero-coupon bond yield correlating to the expected life 
of the stock options granted. The expected option life represents the period of time that the stock options granted are 
expected to be outstanding based on historical exercise trends for similar grants. The expected volatility is based on the 
historical market price volatility of the Company as well as our industry peer group. The expected dividend yield 
represents the Company’s annualized average yield for regular quarterly dividends declared prior to the respective 
stock option grant dates. 


The Black-Scholes Model has limitations on its effectiveness including that it was developed for use in 
estimating the fair value of traded options which have no vesting restrictions and are fully transferable and that the 
model requires the use of highly subjective assumptions, such as expected stock price volatility. Employee stock option 
awards have characteristics significantly different from those of traded options and changes in the subjective input 
assumptions can materially affect the fair value estimates. 
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Restricted Shares 


The Company grants RSAs and RSUs, which primarily cliff vest after one to three years. For the purposes of 
our disclosures, the term “Restricted Shares” applies to RSAs and RSUs collectively unless otherwise noted. The fair 
value of Restricted Shares granted is determined using the average of the high and low trading prices of our common 
stock on the date of grant. 

The following table summarizes activity of Restricted Shares during 2018: 

Weighted 


Number of —_ Average 
Restricted Grant Date 


Shares Fair Value 
Non-vested at December 31, 2017 2.0.0... ccc ec cee ee eens 1,595 $11.36 
Granted: 31 nthe ee hale eee eae Sac A aetenn 8 oh alae ae 430 17.73 
ViCSEC BraSeae G cecacnct te roncnean #e, eeesenitoaeusieste actak ta eettana ah eeceaiee seaeia esate ent bread (596) 10.45 
POtb Cited acic's 6 dce is ah ones nce desea Beaten aceon tear, aha Pe aces Hae heesipscele dis gente (108) 12.82 
Non-vested at December 30, 2018 2.0.00... ccc ccc eee eas 1,321 $13.65 


The total fair value of Restricted Shares that vested in 2018, 2017 and 2016 was $10,060, $10,004 and $6,339, 


respectively. 


Performance Shares 


The Company grants performance-based awards to certain officers and key employees. The vesting of these 
awards is contingent upon meeting one or more defined operational goals (a performance condition) or common 
stock share prices (a market condition). The quantity of shares awarded ranges from 0% to 200% of “Target,” as 
defined in the award agreement as the midpoint number of shares, based on the level of achievement of the 
performance and market conditions. 

The fair values of the performance condition awards granted in 2018, 2017 and 2016 were determined using 
the average of the high and low trading prices of our common stock on the date of grant. Share-based compensation 
expense recorded for performance condition awards is reevaluated at each reporting period based on the probability of 
the achievement of the goal. 

The fair value of market condition awards granted in 2018, 2017 and 2016 were estimated using the Monte 
Carlo simulation model. The Monte Carlo simulation model utilizes multiple input variables to estimate the 
probability that the market conditions will be achieved and is applied to the average of the high and low trading prices 
of our common stock on the date of grant. 


The input variables are noted in the table below: 


aos 2017206 
Risk-free interest Tate sie Sine nd warding Sette hae ae dha Gealknweaccks 2.38% 1.44% 0.82% 
Expected life'inl years: o.54 eiho¢akb locas ne cbennred em oaeie Seeks 3 3.00 3.00 3.00 
Expected volatility. s...o: ced okecaoh ek diss teteys ia eteeeeesetes 24.97% 25.06% 27.03% 
Expected dividend yield (a)... 1... ec eee e eee 0.00% 0.00% 0.00% 


(a) The Monte Carlo method assumes a reinvestment of dividends. 


Share-based compensation expense is recorded ratably for market condition awards during the requisite service 
period and is not reversed, except for forfeitures, at the vesting date regardless of whether the market condition is met. 
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The following table summarizes activity of performance shares at Target during 2018: 


Performance Condition Awards Market Condition Awards 


Weighted Weighted 
Average Grant Average Grant 
Date Fair Date Fair 
Shares Value Shares Value 
Non-vested at December 31, 2017 ............. 604 $11.13 498 $13.49 
Granted ic: ciariiawedeiedssdetambaasaee es 157 15.65 128 19.22 
Dividend equivalent units issued (a) ............ 12 — 10 — 
Vested (Bb): sssiccw coven sacra tained elerd ae dui Sgokeeecdasae (157) 11.11 (103) 17.08 
Forfeited 2.0... ccc cece eens (18) 12.88 (15) 15.11 
Non-vested at December 30, 2018 ............. 598 $12.32 518 $14.22 


(a) Dividend equivalent units are issued in lieu of cash dividends for non-vested performance shares. There is no 
weighted average fair value associated with dividend equivalent units. 


(b) Performance condition awards and market condition awards exclude the vesting of an additional 71 and 93 
shares, respectively, which resulted from the performance of the awards exceeding Target. 


The total fair value of performance condition awards that vested in 2018, 2017 and 2016 was $3,681, $5,666 
and $5,954, respectively. The total fair value of market condition awards that vested in 2018 was $3,143. No market 
condition awards vested in 2017 and 2016. 


Modifications of Share-Based Awards 


During 2018 and 2017, the Company modified the terms of awards granted to eight and 31 employees, 
respectively, in connection with its May 2017 G&A realignment plan discussed in Note 5. These modifications 
resulted in the accelerated vesting of certain stock options in connection with the termination of such employees. As a 
result, during 2018 and 2017, the Company recognized an increase in share-based compensation of $1,238 and 
$4,930, respectively, which was included in “Reorganization and realignment costs.” 


Share-Based Compensation 


Total share-based compensation and the related income tax benefit recognized in the Company’s consolidated 
statements of operations were as follows: 


Year Ended 
mie «OTC 

Stock options... ss sea see eee eveae eens eee bb eebas ce nae enna $ 7,172 $ 6,923 $ 6,859 
Restricted. shares’(a) so. 4¢seo. 04055 adds enue elat a oeyaewecaan 6,030 5,778 5,051 
Performance shares: 

Performance condition awards ..... 0.0.00 cece eee ees 1,491 1,764 4,681 

Market condition awards ... 0.0... cece cece eee ee eee 1,987 1,533 1,550 
Modifications; net) cs.200.200enerdend oka dahon oh eedaaes coat 1,238 4,930 — 
Shate-based comipensations 2:0 6e eee ee peeved gg ee ew ee alee 17,918 20,928 18,141 
Less: Incomie tax betelit v.40 44004 dia sie Sane Gee ds bad (3,418) (4,985) (6,520) 
Share-based compensation, net of income tax benefit ............. $14,500 $15,943 $11,621 


(a) 2018 and 2017 include $319 and $197, respectively, related to retention awards in connection with the 
Company’s May 2017 G&A realignment plan, which was included in “Reorganization and realignment costs.” 
See Note 5 for further information. 
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As of December 30, 2018, there was $22,022 of total unrecognized share-based compensation, which will be 
recognized over a weighted average amortization period of 2.12 years. 


(17) Impairment of Long-Lived Assets 


During 2018, 2017 and 2016, the Company recorded impairment charges on long-lived assets as a result of 
(1) the Company’s decision to lease and/or sublease properties to franchisees in connection with the sale or 
anticipated sale of Company-operated restaurants, including any subsequent lease modifications, (2) the deterioration 
in operating performance of certain Company-operated restaurants and charges for capital improvements in 
restaurants impaired in prior years which did not subsequently recover and (3) closing Company-operated restaurants 
and classifying such surplus properties as held for sale. 


The following is a summary of impairment losses recorded, which represent the excess of the carrying amount 
over the fair value of the affected assets and are included in “Impairment of long-lived assets:” 


Year Ended 
mig «2017 
Restaurants leased or subleased to franchisees ..........0 00000 ee eee $ 283 $ 244 $14,010 
Company-operated restaurants 1.0.2... eee eee eee eee 4,060 3,169 1,918 
Surplus properties: 2c. i cede seiaad odes eeies beni sedievesea sha 354 684 313 


$4,697 $4,097 $16,241 


(18) Investment Income, Net 


Year Ended 
aig ——=«OT «ONG 
Gain on sale of investments, net (a) 2.0... 0. cee ee ees $450,000 $2,570 $497 
Other than temporary loss on other investments in equity securities ..... — (258) — 
OEE, Cte a carelou ae nese gceedes dae a bom eatadeduce aren gale eP se 736 391 226 


$450,736 $2,703 $723 


(a) During 2018, the Company sold its remaining ownership interest in Inspire Brands for $450,000. See Note 8 
for further information. 


(19) Retirement Benefit Plans 
401(k) Plan 


The Company has a 401(k) defined contribution plan (the “401(k) Plan”) for all of its employees who meet 
certain minimum requirements and elect to participate. The 401(k) Plan permits employees to contribute up to 75% 
of their compensation, subject to certain limitations, and provides for matching employee contributions up to 4% of 
compensation and for discretionary profit sharing contributions. 


In connection with the matching and profit sharing contributions, the Company recognized compensation 


expense of $4,619, $4,704 and $5,177 in 2018, 2017 and 2016, respectively. 
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Pension Plans 


The Company maintained two domestic qualified defined benefit plans, the benefits under which were frozen 
in 1988 and for which the Company has no unrecognized prior service cost. Arby’s employees who were eligible to 
participate through 1988 (the “Eligible Arby’s Employees”) were covered under one of these plans. Pursuant to the 
terms of the Arby’s sale agreement, Wendy’s Restaurants retained the liabilities related to the Eligible Arby’s 
Employees under these plans and received $400 from the buyer for the unfunded liability related to the Eligible 
Arby’s Employees. The measurement date used by the Company in determining amounts related to its defined benefit 
plans was the same as the Company’s fiscal year end. During 2018, the Company terminated the defined benefit 
plans, resulting in a settlement loss of $1,335 recorded to “Reorganization and realignment costs.” 


The balance of the accumulated benefit obligations and the fair value of the plans’ assets at December 31, 2017 
were $3,402 and $2,649, respectively. As of December 31, 2017, each of the plans had accumulated benefit obligations 
in excess of the fair value of the assets of the respective plan. The Wendy’s Company recognized $159, $159 and $177 in 
benefit plan expenses in 2018, 2017 and 2016, respectively, which were included in “General and administrative.” 


Wendy’s Executive Plans 


In conjunction with the Wendy’s Merger, amounts due under supplemental executive retirement plans 
(collectively, the “SERP”) were funded into a restricted account. As of January 1, 2011, participation in the SERP was 
frozen to new entrants and future contributions, and existing participants’ balances only earn annual interest. The 
corresponding SERP liabilities have been included in “Accrued expenses and other current liabilities” and “Other 
liabilities” and, in the aggregate, were $1,257 and $2,476 as of December 30, 2018 and December 31, 2017, 
respectively. 


Pursuant to the terms of the employment agreement that was entered into with our then Chief Executive 
Officer as of September 12, 2011, the Company implemented a non-qualified, unfunded, deferred compensation 
plan. The plan provided that the amount of the executive’s base salary in excess of $1,000 in a tax year would be 
deferred into the plan which accrued employer funded interest. The compensation deferred under the plan was 
distributed to our former Chief Executive Officer during 2016. 


Effective January 1, 2017, the Company implemented a non-qualified, unfunded deferred compensation plan 
for management and highly compensated employees, whereby participants may defer all or a portion of their base 
compensation and certain incentive awards on a pre-tax basis. The Company credits the amounts deferred with 
earnings based on the investment options selected by the participants. The Company may also make discretionary 
contributions to the plan. The total of participant deferrals was $444 and $259 at December 30, 2018 and 
December 31, 2017, respectively, which were included in “Other liabilities.” 


(20) Leases 


At December 30, 2018, Wendy’s and its franchisees operated 6,711 Wendy’s restaurants. Of the 353 
Company-operated Wendy’s restaurants, Wendy’s owned the land and building for 144 restaurants, owned the 
building and held long-term land leases for 145 restaurants and held leases covering land and building for 64 
restaurants. Lease terms are generally initially between 15 and 20 years and, in most cases, provide for rent escalations 
and renewal options. Certain leases contain contingent rent provisions that require additional rental payments based 
upon restaurant sales volume in excess of specified amounts. The Company also leases restaurant, office and 
transportation equipment. Certain leases also provide for payments of other costs such as real estate taxes, insurance 
and common area maintenance, which have been excluded from rental expense and future minimum rental payments 
set forth in the tables below. 


As of December 30, 2018, Wendy’s also owned 516 and leased 1,279 properties that were either leased or subleased 
principally to franchisees. Initial lease terms are generally 20 years and, in most cases, provide for rent escalations and 
renewal options. Certain leases to franchisees also include contingent rent provisions based on sales volume exceeding 
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specified amounts. The lessee bears the cost of real estate taxes, insurance and common area maintenance, which have been 
excluded from rental income and future minimum rental receipts set forth in the tables below. 


Rental expense for operating leases consists of the following components: 


Year Ended 
mie SCG 
Rental expense: 
Minimum tentals...4.020.4 oteuse tops eed ead eee es $ 95,749 $ 90,889 $77,952 
Contingent rentals. o..2¢2creeas chet ntyge tgs Meee 18,971 19,021 18,291 
Total rental expense (a) (b) . 6... ee eee eee eee $114,720 $109,910 $96,243 


(a) Amounts include rental expense related to (1) leases for Company-operated restaurants recorded to “Cost of 
sales,” (2) leased properties that are subsequently leased to franchisees recorded to “Franchise rental expense” and 
(3) leases for corporate offices and equipment recorded to “General and administrative.” 


(b) Amounts exclude sublease income of $138,363, $126,814 and $95,072 recognized during 2018, 2017 and 
2016, respectively. 


Rental income for operating leases and subleases consists of the following components: 


Year Ended 
TT 
Rental income: 
Minimiitniternitals:.. 2c .oacesae cans ouiste dite bts ie seks $184,154 $169,857 $123,171 
Contingent rentals ..o 22.2400) cedohend igen Poedaaged 19,143 20,246 19,944 
Total rental income ..... 0.0.0.0 cece eee eee $203,297 $190,103 $143,115 


The following table illustrates the Company’s future minimum rental payments and rental receipts for 
non-cancelable leases and subleases, including rental receipts for direct financing leases, as of December 30, 2018. 
Rental receipts below are presented separately for owned properties and for leased properties based on the 
classification of the underlying lease. 


Rental Payments Rental Receipts 
Capital Operating Capital Operating Owned 

DOUG: 4 2 sows er thik oR eS ienh bs $ 47,087 $ 95,877 $ 64,117 $ 75,302 $ 54,464 
2020» x aceceeatiun cieaeeec nee ancieces 45,947 93,372 65,194 75,243 55,072 
DOQN gaa s,aciaterd & Bed bhceeenieees 47,604 92,987 67,001 75,350 56,658 
DODD. 5c rienaile caret i deaiwiteard-a one 48,687 92,830 68,168 75,947 58,211 
DOB a5 cours hs catera sve 8 api dh @ Bcan lah 50,193 92,807 69,812 76,163 58,443 
Thereafter ............0000 005 699,697 —_1,058,037 963,329 858,168 885,159 
Total minimum payments ....... $ 939,215 $1,525,910 $1,297,621 $1,236,173 $1,168,007 
Less interest... 0.0.0.0 00 00 eee (483,579) 
Present value of minimum capital 

lease payments (a) ........... $ 455,636 


(a) The present value of minimum capital lease payments of $8,405 and $447,231 are included in “Current portion 
of long-term debt” and “Long-term debt,” respectively. 
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Properties owned by the Company and leased to franchisees and other third parties under operating leases 
include: 


Year End 
December 30, December 31, 
8 2017 


LAD ged regbee tye. Ghote. Oh doe tuted doth hare donanemenharini dee awe dda $ 272,234 $ 272,411 
Buildings and improvements .......... 000 cece eect teens 312,672 313,108 
Réstatitanht equipment 04-5 eds eed das eee eee eee aera ea 2,443 2,444 
587,349 587,963 
Accumulated depreciation and amortization ........... 000 eee eee eee (143,313) (128,003) 


$ 444,036 $ 459,960 


Our net investment in direct financing leases is as follows: 


Year End 
December 30, December 31, 
at ay, 
Future minimum rental receipts ..... 0... eee eee $ 624,596 $ 662,889 
Unearned interest income .. 1... eee nent e ens (397,384) (433,175) 
Net investment in direct financing leases 2.1.1... 2 eee eee 227,212 229,714 
Net current investment in direct financing leases (a) ........ 00.0000 ee ee (735) (625) 
Net non-current investment in direct financing leases ..............000. $ 226,477 $ 229,089 


(a) Included in “Accounts and notes receivable, net.” 


During 2018, 2017 and 2016, the Company recognized $27,638, $22,869 and $14,630 in interest income 
related to our direct financing leases, respectively, which is included in “Interest expense, net.” 


(21) Guarantees and Other Commitments and Contingencies 
Guarantees and Contingent Liabilities 
Franchisee Image Activation Incentive Programs 


In order to promote new restaurant development, Wendy’s has an incentive program for franchisees that 
provides for reductions in royalty and national advertising payments for up to the first two years of operation for 
qualifying new restaurants opened by December 31, 2020, with the value of the incentives declining in the later years 
of the program. In August 2018, Wendy’s announced a new restaurant development incentive program that provides 
for incremental reductions in royalty and national advertising payments for up to the first two years of operation for 
qualifying new restaurants for existing franchisees that sign up for the program and commit to incremental 
development of new Wendy’s restaurants under a new development agreement by July 1, 2019. Wendy’s also 
provides franchisees with the option of an early 20-year renewal of their franchise agreement upon completion of 
reimaging utilizing certain approved Image Activation remodel designs. 


Wendy’s also had incentive programs for 2017 available to franchisees that commenced Image Activation 
restaurant remodels by December 15, 2017. The remodel incentive programs provide for reductions in royalty 
payments for one year after the completion of construction. In addition, Wendy’s had incentive programs that 
included reductions in royalty payments in 2016 for franchisees’ participation in Wendy’s Image Activation program. 
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Other Loan Guarantees 


Wendy’s provides loan guarantees to various lenders on behalf of franchisees entering into debt arrangements 
for equipment financing. Wendy’s has accrued a liability for the fair value of these guarantees, the calculation of 
which was based upon a weighted average risk percentage established at the inception of each program which has been 
adjusted for a history of defaults. Wendy’s potential recourse for the aggregate amount of these loans amounted. to 
$144 as of December 30, 2018. As of December 30, 2018, the fair value of these guarantees totaled $17 and is 
included in “Other liabilities.” 


Lease Guarantees 


Wendy’s has guaranteed the performance of certain leases and other obligations, primarily from former 
Company-operated restaurant locations now operated by franchisees, amounting to $66,268 as of December 30, 
2018. These leases extend through 2056. We have not received any notice of default related to these leases as of 
December 30, 2018. In the event of default by a franchise owner, Wendy’s generally retains the right to acquire 
possession of the related restaurant locations. 


Insurance 


Wendy’s is self-insured for most workers’ compensation losses and purchases insurance for general liability and 
automotive liability losses, all subject to a $500 per occurrence retention or deductible limit. Wendy’s determines its 
liability for claims incurred but not reported for the insurance liabilities on an actuarial basis. As of December 30, 
2018, the Company had $22,129 recorded for these insurance liabilities. Wendy’s is self-insured for health care claims 
for eligible participating employees subject to certain deductibles and limitations and determines its liability for health 
care claims incurred but not reported based on historical claims runoff data. As of December 30, 2018, the Company 
had $2,183 recorded for these health care insurance liabilities. 


Letters of Credit 


As of December 30, 2018, the Company had outstanding letters of credit with various parties totaling $27,082. 
The outstanding letters of credit include amounts outstanding against the Series 2018-1 Class A-1 Notes. See Note 12 
for further information. We do not expect any material loss to result from these letters of credit. 


Purchase and Capital Commitments 
Beverage Agreement 


The Company has an agreement with a beverage vendor, which provides fountain beverage products and 
certain marketing support funding to the Company and its franchisees. This agreement requires minimum purchases 
of certain fountain beverages (“Fountain Beverages”) by the Company and its franchisees at certain agreed upon prices 
until the total contractual gallon volume usage is reached. This agreement also provides for an annual advance to be 
paid to the Company based on the vendor’s expectation of the Company’s annual Fountain Beverages usage, which is 
amortized over actual usage during the year. As of December 30, 2018, the Company estimates future annual 
purchases to be approximately $10,800 in 2019 and $11,300 in 2020 based on current pricing and the expected ratio 
of usage at Company-operated restaurants to franchised restaurants. 


Beverage purchases made by the Company under this agreement during 2018, 2017 and 2016 were $10,108, 
$9,370 and $12,839, respectively. As of December 30, 2018, $2,414 is due to the beverage vendor and is included in 
“Accounts payable,” principally for annual estimated payments that exceeded usage, under this agreement. 


In January 2019, the Company amended its contract with the beverage vendor, which now expires at the later 
of reaching a minimum usage requirement or December 31, 2025. 
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(22) Transactions with Related Parties 


The following is a summary of transactions between the Company and its related parties: 


Year Ended 
“2018 ~«-2017-,—~=t«<‘“‘«C SS 
Transactions with QSCC: 
Wendy's‘ Co-Op): pnccodstteusteddata scat ge dosed aus $ (470) $ (987) $ (890) 
Lease income (b) .. 0... eee cee eet e eee (215) (217) (193) 
TimWen lease and management fee payments (c) ............0000. $13,044 $12,360 $11,602 


Transactions with QSCC 


(a) Wendy’s has a purchasing co-op relationship agreement (the “Wendy’s Co-op”) with its franchisees which 
establishes Quality Supply Chain Co-op, Inc. (“QSCC”). QSCC manages, for the Wendy’s system in the U.S. 
and Canada, contracts for the purchase and distribution of food, proprietary paper, operating supplies and 
equipment under national agreements with pricing based upon total system volume. QSCC’s supply chain 
management facilitates continuity of supply and provides consolidated purchasing efficiencies while monitoring 
and seeking to minimize possible obsolete inventory throughout the Wendy’s supply chain in the U.S. and 
Canada. 


Wendy’s and its franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. 
Such sourcing fees are remitted by these vendors to QSCC and are the primary means of funding QSCC’s 
operations. Should QSCC’s sourcing fees exceed its expected needs, QSCC’s board of directors may return some 
or all of the excess to its members in the form of a patronage dividend. Wendy’s recorded its share of patronage 
dividends of $470, $987 and $890 in 2018, 2017 and 2016, respectively, which are included as a reduction of 
“Cost of sales.” 


(b) Effective January 1, 2011, Wendy’s leased 14,333 square feet of office space to QSCC for an annual base rental 
of $176. The lease expired on December 31, 2016. A new lease agreement was signed effective January 1, 2017, 
expiring on December 31, 2020 for an annual base rental of $215. On November 27, 2018, the lease agreement 
was amended to increase the leased square footage to 14,493 and increase the annual base rental to $217. The 
Wendy’s Company received $215, $217 and $193 of lease income from QSCC during 2018, 2017 and 2016, 
respectively, which has been recorded to “Franchise rental income.” 


TimWen lease and management fee payments 


(c) A wholly-owned subsidiary of Wendy’s leases restaurant facilities from TimWen for the operation of Wendy’s/ 
Tim Hortons combo units in Canada. Wendy’s paid TimWen $13,256, $12,572 and $11,806 under these lease 
agreements during 2018, 2017 and 2016, respectively. In addition, TimWen paid Wendy’s a management fee 
under the TimWen joint venture agreement of $212, $212 and $204 during 2018, 2017 and 2016, respectively, 
which has been included as a reduction to “General and administrative.” 


(23) Legal and Environmental Matters 


The Company is involved in litigation and claims incidental to our current and prior businesses. We provide 
accruals for such litigation and claims when payment is probable and reasonably estimable. We believe we have 
adequate accruals for continuing operations for all of our legal and environmental matters, including the accrual that 
we recorded for the legal proceedings related to a cybersecurity incident as described below. See Note 11 for further 
information on the accrual. We cannot estimate the aggregate possible range of loss for various reasons, including, but 
not limited to, many proceedings being in preliminary stages, with various motions either yet to be submitted or 
pending, discovery yet to occur and/or significant factual matters unresolved. In addition, most cases seek an 
indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of settlement 
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discussions or judicial or arbitral decisions is thus inherently difficult and future developments could cause these 
actions or claims, individually or in aggregate, to have a material adverse effect on the Company’s financial condition, 
results of operations, or cash flows of a particular reporting period. 


The Company has been named as a defendant in putative class action lawsuits alleging, among other things, 
that the Company failed to safeguard customer credit card information and failed to provide notice that credit card 
information had been compromised in connection with the cybersecurity incidents described herein. Jonathan Torres 
and other consumers filed an action in the U.S. District Court for the Middle District of Florida (the “Torres Case”). 
The operative complaint seeks to certify a nationwide class of consumers, or in the alternative, statewide classes of 
consumers for Florida, New York, New Jersey, Texas, and Tennessee, as well as statewide classes of consumers under 
those states’ consumer protection and unfair trade practices laws. The plaintiffs seek monetary damages, injunctive 
and equitable relief, attorneys’ fees and other costs. The Company filed its answer in 2017. On October 27, 2017, the 
Company moved for summary judgment to dismiss the operative complaint. On December 15, 2017, the plaintiffs 
moved for class certification. The Company filed its memorandum in opposition on January 16, 2018. On 
August 23, 2018, the court preliminarily approved a class-wide settlement. The claims and objection process is 
currently underway. A final approval hearing of the settlement of the Torres Case was held on February 26, 2019, and 
final approval was granted by the court. 


Certain financial institutions have also filed class actions lawsuits in the U.S. District Court for the Western 
District of Pennsylvania, which seek to certify a nationwide class of financial institutions that issued payment cards 
that were allegedly impacted. Those cases were consolidated into a single case (the “FI Case”). The plaintiffs seek 
monetary damages, injunctive and equitable relief, attorneys’ fees and other costs. The Company filed its answer in 
2017. On August 27, 2018, the Company filed a motion for judgment on the pleadings, seeking dismissal of the 
plaintiffs’ negligence and negligence per se claims under Ohio law. On February 13, 2019, the Company and the 
plaintiffs filed a settlement agreement and a motion for preliminary approval of a class-wide settlement of the FI Case 
with the court. Under the terms of the settlement agreement, if approved and finalized, a settlement class of financial 
institutions will receive $50,000, inclusive of attorneys’ fees and costs. After exhaustion of applicable insurance, the 
Company expects to pay approximately $27,500 of this amount. In exchange, the Company and its franchisees will 
receive a full release of all claims that have or could have been brought by financial institutions who do not opt out of 
the settlement related to the cybersecurity incidents described herein. On February 26, 2019, the court preliminarily 
approved the settlement agreement and scheduled a final approval hearing for November 6, 2019. The settlement 
agreement remains subject to a notice and objection process and final court approval. If approved, the Company 
anticipates that payment will not occur until late 2019 or early 2020. Accordingly, we recorded a liability of $50,000 
and insurance receivables of $22,500 during 2018. See Note 11 for further information. 


Certain of the Company’s present and former directors have been named in two putative shareholder derivative 
complaints arising out of the cybersecurity incidents described herein. The first case, brought by James Graham in the 
U.S. District Court for the Southern District of Ohio (the “Graham Case”), asserts claims of breach of fiduciary duty, 
waste of corporate assets, unjust enrichment and gross mismanagement, and additionally names one non-director 
executive officer of the Company. The second case, brought by Thomas Caracci in the U.S. District Court for the 
Southern District of Ohio (the “Caracci Case”), asserts claims of breach of fiduciary duty and violations of 
Section 14(a) and Rule 14a-9 of the Securities Exchange Act of 1934. Collectively, the plaintiffs seek a judgment on 
behalf of the Company for all damages incurred or that will be incurred as a result of the alleged wrongful acts or 
omissions, a judgment ordering disgorgement of all profits, benefits, and other compensation obtained by the named 
individual defendants, a judgment directing the Company to reform its governance and internal procedures, 
attorneys’ fees and other costs. The Graham Case and the Caracci Case have been consolidated and on December 21, 
2018, the court issued an order naming Graham and his counsel as lead in the case. On January 31, 2019, Graham 
filed a consolidated verified shareholder derivative complaint with the court. 
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(24) Advertising Costs and Funds 


We currently maintain two national advertising funds established to collect and administer funds contributed 
for use in advertising and promotional programs. Contributions to the Advertising Funds are required from both 
Company-operated and franchised restaurants and are based on a percentage of restaurant sales. In addition to the 
contributions to the Advertising Funds, Company-operated and franchised restaurants make additional contributions 
to other local and regional advertising programs. 


Restricted assets and related liabilities of the Advertising Funds at December 30, 2018 and December 31, 2017 
were as follows: 


Year End 
December 30, December 31, 
aug 2007. 

Cash and cash equivalents... 0... . eect eee eens $25,247 $ 8,579 
Accounts receivable, net 2... 0... ccc ect e eee e eee e aes 47,332 47,288 
OPE ASSCtS see otal testes cena cctiien Po eee uetenetign iden ar dee.8 so Boat eee 3,930 6,735 

Advertising funds restricted assets»... 0... eee eee $76,509 $62,602 
Total dabilities: ccascuctes acersne a aera Pree ee diac ether gane ead alee Reade genes $80,153 $69,247 
Member’sdeficit (@) ca d.ctind cies o did edd odd oe ea ieee oaks — (6,645) 

Advertising funds restricted liabilities 6.2.0... 0.0.0... c eee eee $80,153 $62,602 


(a) The Company reclassified the member’s deficit of the Advertising Funds from “Advertising funds restricted 
liabilities” to “Retained earnings (accumulated deficit)” upon the adoption of amended guidance for revenue 
recognition. See “New Accounting Standards Adopted” in Note 1 for further information. 


Advertising expenses included in “Cost of sales” totaled $27,939, $27,921 and $41,064 in 2018, 2017 and 
2016, respectively. 


(25) Geographic Information 


The table below presents revenues and properties information by geographic area: 


Other 
USS. Canada International Total 

2018 

Revenues... 0.0... cece cee eee $1,495,639 $74,626 $19,671 $1,589,936 
Properties... 02.60 tied Sas tae eee 1,176,149 36,967 120 1,213,236 
2017 

REVENUES 5.i.c-Sins s dele edtebneeienGnbecae bona $1,154,873 $50,431 $18,104 $1,223,408 
Properties: aires 2h aceewatenone Sosa leased 1,226,714 36,213 132 1,263,059 
2016 

REVENUES .x.0 sch vc deeds daa ahaa. $1,373,345 $45,959 $16,114 $1,435,418 
PrOPCItles sees adscece side ehtn avadb was ceueteels. ee ans 1,162,006 30,257 76 1,192,339 
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THE WENDY’S COMPANY AND SUBSIDIARIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS—CONTINUED 


(In Thousands Except Per Share Amounts) 


(26) Quarterly Financial Information (Unaudited) 


The 


The tables below set forth summary unaudited consolidated quarterly financial information for 2018 and 2017. 
Company reports on a fiscal year typically consisting of 52 or 53 weeks ending on the Sunday closest to 


December 31. All of the Company’s fiscal quarters in 2018 and 2017 contained 13 weeks. Certain reclassifications 


have been made to the prior year presentation to conform to the current year presentation. See Note 1 for further 
information. 
2018 Quarter Ended (a) 
April 1 July 1 September 30 = December 30 
Revenues: f2c nha ceocanuates ecw ads $380,564 $411,002 $400,550 $397,820 
Gost‘of SaléS: 33) ditge$le $date eda 132,219 138,154 139,348 138,867 
Operating proht:).:oxcscsdeee ken thpess wads 55,262 71,483 77,348 45,799 
Net income 2-34.4-862 Yeh dee a eetinees $ 20,159  $ 29,876 $391,249 $ 18,831 
Basic income per share ........-. 00000000005 $ 08 $ 13 $ 1.65 $ .08 
Diluted income per share ...............004. $ 08 $ 12 $ 1.60 $ .08 
2017 Quarter Ended (b) 
April 2 July 2 October 1 December 31 
REVENUES. dicted ot ear ica te cos eataaks $285,819 $320,342 $308,000 $309,247 
Cost. OF Sales: .ccsce ado be avanig dn aw den weds 124,543 130,581 133,631 129,180 
Operating profit... 0.0... cece eee eee eee 60,720 25,794 61,657 66,587 
Net income (loss)... 0.0... ccc cee eee eee eee $ 22,341 $ (1,845) $ 14,257 $159,276 
Basic income (loss) per share............00000. $ 09 $ (01) $ .06 $ .66 
Diluted income (loss) per share... .........00.. $ 09 $ (.01) $ .06 $ 64 


(a) 


(b) 
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The Company’s consolidated statements of operations in fiscal 2018 were materially impacted by investment 
income, net and reorganization and realignment costs. The pre-tax impact of investment income, net for the 
third quarter was $450,133 and included the sale of our remaining ownership interest in Inspire Brands (see 
Note 8 for further information). The pre-tax impact of reorganization and realignment costs for the first, second, 
third and fourth quarters was $2,626, $3,124, $941 and $2,377, respectively (see Note 5 for further 


information). 


The Company’s consolidated statements of operations in fiscal 2017 were materially impacted by system 
optimization losses, net, reorganization and realignment costs and the benefit from income taxes. The pre-tax 
impact of system optimization losses, net for the second quarter was $41,050 (see Note 3 for additional 
information). The pre-tax impact of reorganization and realignment costs for the second, third and fourth 
quarters was $17,699, $2,888 and $1,806, respectively (see Note 5 for additional information). The benefit from 
income taxes for the fourth quarter was $121,649 and included the impact of the Tax Act (see Note 14 for 
additional information). 


Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure. 


Not applicable. 


Item 9A. Controls and Procedures. 


Evaluation of Disclosure Controls and Procedures 


The management of the Company, under the supervision and with the participation of the Chief Executive 
Officer and Chief Financial Officer, evaluated the effectiveness of the design and operation of its disclosure controls 
and procedures (as defined in Rules 13a-15(e) or 15d-15(e) under the Securities Exchange Act of 1934, as amended 
(the “Exchange Act”)), as of December 30, 2018. Based on such evaluations, the Chief Executive Officer and Chief 
Financial Officer concluded that as of December 30, 2018, the disclosure controls and procedures of the Company 
were effective at a reasonable assurance level in (1) recording, processing, summarizing and reporting, on a timely 
basis, information required to be disclosed by the Company in the reports that it files or submits under the Exchange 
Act and (2) ensuring that information required to be disclosed by the Company in such reports is accumulated and 
communicated to management, including the Chief Executive Officer and Chief Financial Officer, as appropriate to 
allow timely decisions regarding required disclosure. 


Management’s Report on Internal Control Over Financial Reporting 


The management of the Company is responsible for establishing and maintaining adequate internal control 
over financial reporting (as defined in Rule 13a-15(f) of the Exchange Act). The management of the Company, under 
the supervision and with the participation of the Chief Executive Officer and Chief Financial Officer, carried out an 
assessment of the effectiveness of its internal control over financial reporting for the Company as of December 30, 
2018. The assessment was performed using the criteria for effective internal control reflected in the Jnternal Control- 
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission 
(COSO). 


Based on the assessment of the system of internal control for the Company, the management of the Company 
believes that as of December 30, 2018, internal control over financial reporting of the Company was effective. 


Our independent registered public accounting firm, Deloitte & Touche LLP, has issued an attestation report 
dated February 27, 2019 on the Company’s internal control over financial reporting. 


Changes in Internal Control Over Financial Reporting 


There were no changes in the internal control over financial reporting of the Company during the fourth 
quarter of 2018 that materially affected, or are reasonably likely to materially affect, its internal control over financial 
reporting. 


Inherent Limitations on Effectiveness of Controls 


There are inherent limitations in the effectiveness of any control system, including the potential for human 
error and the possible circumvention or overriding of controls and procedures. Additionally, judgments in decision- 
making can be faulty and breakdowns can occur because of a simple error or mistake. An effective control system can 
provide only reasonable, not absolute, assurance that the control objectives of the system are adequately met. 
Accordingly, the management of the Company, including its Chief Executive Officer and Chief Financial Officer, 
does not expect that the control system can prevent or detect all error or fraud. Finally, projections of any evaluation 
or assessment of effectiveness of a control system to future periods are subject to the risks that, over time, controls may 
become inadequate because of changes in an entity’s operating environment or deterioration in the degree of 
compliance with policies or procedures. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Stockholders of 
The Wendy’s Company 
Dublin, Ohio 


Opinion on Internal Control over Financial Reporting 


We have audited the internal control over financial reporting of The Wendy’s Company and subsidiaries (the 
“Company”) as of December 30, 2018, based on criteria established in Internal Control—Integrated Framework 
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). In our 
opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of 
December 30, 2018, based on criteria established in Internal Control—Integrated Framework (2013) issued by COSO. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States) (PCAOB), the consolidated financial statements as of and for the year ended December 30, 2018, of 
the Company and our report dated February 27, 2019, expressed an unqualified opinion on those financial 
statements and included an explanatory paragraph regarding a change in accounting for revenue due to the adoption 
of Accounting Standards Codification No. 606, Revenue from Contracts with Customers. 


Basis for Opinion 


The Company’s management is responsible for maintaining effective internal control over financial reporting 
and for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying 
Management’s Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on 
the Company’s internal control over financial reporting based on our audit. We are a public accounting firm 
registered with the PCAOB and are required to be independent with respect to the Company in accordance with the 
USS. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and 


the PCAOB. 


We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting 
was maintained in all material respects. Our audit included obtaining an understanding of internal control over 
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating 
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered 
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. 


Definition and Limitations of Internal Control over Financial Reporting 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with 
generally accepted accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance 
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that 
could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls 
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or 
procedures may deteriorate. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
February 27, 2019 
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Item 9B. Other Information. 


None. 


PART III 


Items 10, 11, 12, 13 and 14. 


The information required by Items 10, 11, 12, 13 and 14 will be furnished on or prior to April 29, 2019 (and 
is hereby incorporated by reference) by an amendment hereto or pursuant to a definitive proxy statement involving 
the election of directors pursuant to Regulation 14A that will contain such information. Notwithstanding the 
foregoing, information appearing in the sections “Compensation Committee Report” and “Audit Committee Report” 
shall not be deemed to be incorporated by reference in this Form 10-K. 


PART IV 


Item 15. Exhibits and Financial Statement Schedules. 
(a) 1. Financial Statements: 
See Index to Financial Statements (Item 8). 
2. Financial Statement Schedules: 


All schedules have been omitted since they are either not applicable or the information is contained elsewhere in 
“Item 8. Financial Statements and Supplementary Data.” 
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3. Exhibits: 


Exhibits that are incorporated by reference to documents filed previously by the Company under the Securities 


Exchange Act of 1934, as amended, are filed with the Securities and Exchange Commission under File 
No. 001-02207, or File No. 001-08116 for documents filed by Wendy’s International, Inc. We will furnish copies of 
any exhibit listed on the Exhibit Index upon written request to the Secretary of The Wendy’s Company at One Dave 


Thomas Boulevard, Dublin, Ohio 43017 for a reasonable fee to cover our expenses in furnishing such exhibits. 


EXHIBIT 


NO. 


2.1 


2.2 


2.3 


2.4 


3.1 


3.2 


4.1 


4.2 


4.3 


4,4 
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DESCRIPTION 


Agreement and Plan of Merger, dated as of April 23, 2008, by and among Triarc Companies, Inc., 
Green Merger Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to Exhibit 
2.1 to Triarc’s Current Report on Form 8-K dated April 29, 2008 (SEC file no. 001-02207). 


Side Letter Agreement, dated August 14, 2008, by and among Triarc Companies, Inc., Green Merger 
Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to Exhibit 2.3 to Triarc’s 
Registration Statement on Form S-4, Amendment No. 3, filed on August 15, 2008 (Reg. no. and SEC 
file no. 333-151336). 


Purchase and Sale Agreement, dated as of June 13, 2011, by and among Wendy’s/Arby’s Restaurants, 
LLC, ARG Holding Corporation and ARG IH Corporation, incorporated herein by reference to 
Exhibit 2.1 of the Wendy’s/Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Current Reports 
on Form 8-K filed on June 13, 2011 (SEC file nos. 001-02207 and 333-161613, respectively). 


Closing letter dated as of July 1, 2011 by and among Wendy’s/Arby’s Restaurants, LLC, ARG Holding 
Corporation, ARG IH Corporation, and Roark Capital Partners H, LP, incorporated by reference to 
Exhibit 2.2 of the Wendy’s/Arby’s Group, Inc. and Wendy’s/Arby’s Restaurants, LLC Current Reports 
on Form 8-K filed on July 8, 2011 (SEC file nos. 001-02207 and 333-161613, respectively). 


Amended. and Restated Certificate of Incorporation of The Wendy’s Company, as filed with the 
Secretary of State of the State of Delaware on May 26, 2016, incorporated herein by reference to Exhibit 
3.1 of The Wendy's Company Current Report on Form 8-K filed on May 27, 2016 (SEC 
file no. 001-02207). 


By-Laws of The Wendy’s Company (as amended and restated through May 26, 2016), incorporated 
herein by reference to Exhibit 3.2 of The Wendy's Company Form 10-Q for the quarter ended 
July 3, 2016 (SEC file no. 001-02207). 


Base Indenture, dated as of June 1, 2015, by and between Wendy’s Funding, LLC, as Master Issuer, and 
Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein by reference to Exhibit 4.1 
of The Wendy's Company Current Report on Form 8-K filed on June 2, 2015 (SEC 
file no. 001-02207). 


Series 2015-1 Supplement to Base Indenture, dated as of June 1, 2015, by and between Wendy's 
Funding, LLC, as Master Issuer of the Series 2015-1 fixed rate senior secured notes, Class A-2, and 
Series 2015-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and Series 
2015-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.2 of The Wendy’s 
Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Series 2018-1 Supplement to Base Indenture, dated as of January 17, 2018, by and between Wendy’s 
Funding, LLC, as Master Issuer of the Series 2018-1 fixed rate senior secured notes, Class A-2, and 
Series 2018-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and Series 
2018-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.1 of The Wendy’s 
Company Current Report on Form 8-K filed on January 17, 2018 (SEC file no. 001-02207). 


First Supplement, dated as of February 10, 2017, to the Base Indenture, dated as of June 1, 2015, by 
and between Wendy’s Funding, LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities 
Intermediary, incorporated herein by reference to Exhibit 4.3 of The Wendy’s Company Form 10-K for 
the fiscal year ended January 1, 2017 (SEC file no. 001-02207). 


EXHIBIT 


4.6 


10.1 


10.2 


10.3 


10.4 


10.5 


10.6 


10.7 


10.8 


10.9 


10.10 


10.11 


10.12 


DESCRIPTION 


Second Supplement to Base Indenture, dated as of January 17, 2018, by and between Wendy’s 
Funding, LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities Intermediary, 
incorporated herein by reference to Exhibit 4.2 of The Wendy’s Company Current Report on Form 8-K 
filed on January 17, 2018 (SEC file no. 001-02207). 


Third Supplement to Base Indenture, dated as of February 4, 2019, by and between Wendy’s Funding, 
LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities Intermediary (SEC 
file no. 001-02207).* 


Wendy’s/Arby’s Group, Inc. Amended and Restated 2002 Equity Participation Plan, as amended, 
incorporated herein by reference to Exhibit 10.5 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended December 28, 2008 (SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Agreement under the Wendy’s/Arby’s Group, Inc. Amended and 
Restated 2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 99.6 
to Wendy’s/Arby’s Group’s Current Report on Form 8-K filed on December 22, 2008 (SEC 
file no. 001-02207).** 


Form of Restricted Stock Agreement under the Wendy’s/Arby’s Group, Inc. Amended and Restated 
2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 10.7 to 
Wendy’s/Arby’s Group’s Form 10-K for the fiscal year ended December 28, 2008 (SEC 
file no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement under the Wendy’s/Arby’s Group, 
Inc. Amended and Restated 2002 Equity Participation Plan, incorporated herein by reference to Exhibit 
10.7. to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended June 28, 2009 (SEC 
file no. 001-02207).** 


Form of Non-Incentive Stock Option Agreement under the Wendy’s/Arby’s Group, Inc. Amended and 
Restated 2002 Equity Participation Plan, as amended, incorporated herein by reference to Exhibit 10.1 
to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended September 27, 2009 (SEC 
file no. 001-02207).** 


Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Annex A 
of the Wendy’s/Arby’s Group, Inc. Definitive 2010 Proxy Statement (SEC file no. 001-02207).** 


First Amendment to Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.2 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Second Amendment to The Wendy’s Company 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.3 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Form of Non-Incentive Stock Option Award Agreement for 2012 under the Wendy’s/Arby’s Group, 
Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.3 of The Wendy's 
Company Form 10-Q for the quarter ended July 1, 2012 (SEC file no. 001-02207).** 


Form of Nonqualified Stock Option Award Agreement under The Wendy’s Company 2010 Omnibus 
Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for 
the quarter ended October 1, 2017 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2015 under the Wendy’s/Arby’s Group, 
Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s 
Company Form 10-Q for the quarter ended March 29, 2015 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2016 under The Wendy’s Company 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended April 3, 2016 (SEC file no. 001-02207).** 
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10.14 


10.15 


10.16 


10.17 


10.18 


10.19 


10.20 


10.21 


10.22 


10.23 


10.24 


10.25 


10.26 
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DESCRIPTION 


Form of Long Term Performance Unit Award Agreement for 2017 under The Wendy’s Company 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended April 2, 2017 (SEC file no. 001-02207).** 


Form of Long Term Performance Unit Award Agreement for 2018 under The Wendy’s Company 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended April 1, 2018 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2013 (ratable vesting) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.3 of The 
Wendy’s Company Form 10-Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2013 (cliff vesting) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.4 of The 
Wendy’s Company Form 10-Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2014 (version 1) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.21 of The 
Wendy’s Company Form 10-K for the fiscal year ended December 28, 2014 (SEC 
file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement for 2014 (version 2) under the Wendy’s/Arby’s 
Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.22 of The 
Wendy’s Company Form 10-K for the fiscal year ended December 28, 2014 (SEC 
file no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement for 2013 under the Wendy’s/ 
Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.5 of The 
Wendy’s Company Form 10-Q for the quarter ended June 30, 2013 (SEC file no. 001-02207).** 


Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by reference to Annex C to 
the Wendy’s International, Inc. Definitive 2007 Proxy Statement, dated March 12, 2007 (SEC 
file no. 001-08116).** 


First Amendment to the Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by 
reference to Exhibit 10(d) of the Wendy’s International, Inc. Form 10-Q for the quarter ended 
September 30, 2007 (SEC file no. 001-08116).** 


Amendments to the Wendy’s International, Inc. 2007 Stock Incentive Plan, incorporated herein by 
reference to Exhibit 10.15 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal year ended 
December 28, 2008 (SEC file no. 001-02207).** 


Form of Stock Option Award Letter for U.S. Grantees under the Wendy’s International, Inc. 2007 
Stock Incentive Plan, incorporated herein by reference to Exhibit 10.3 to Wendy’s/Arby’s Group’s 
Form 10-Q for the quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Form of Stock Unit Award Agreement under the Wendy’s International, Inc. 2007 Stock Incentive 
Plan, incorporated herein by reference to Exhibit 10.4 to Wendy’s/Arby’s Group’s Form 10-Q for the 
quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Form of letter amending non-qualified stock options granted under the Wendy’s International, Inc. 
2007 Stock Incentive Plan on May 1, 2007 and May 1, 2008 to certain former directors of Wendy’s 
International, Inc. incorporated herein by reference to Exhibit 10.5 to Wendy’s/Arby’s Group’s Form 
10-Q for the quarter ended September 27, 2009 (SEC file no. 001-02207).** 


Wendy’s International, Inc. Supplemental Executive Retirement Plan, incorporated herein by reference 
to Exhibit 10(f) of the Wendy’s International, Inc. Form 10-K for the fiscal year ended 
December 29, 2002 (SEC file no. 001-08116).** 


10.28 


10.29 


10.30 


10.31 


10.32 


10.33 


10.34 


10.35 


10.36 


10.37 


10.38 


DESCRIPTION 


First Amendment to the Wendy’s International, Inc. Supplemental Executive Retirement Plan, 
incorporated herein by reference to Exhibit 10(f) of the Wendy’s International, Inc. Form 10-K for the 
fiscal year ended December 31, 2006 (SEC file no. 001-08116).** 


Amended and Restated Wendy’s International, Inc. Supplemental Executive Retirement Plan No. 2, 
incorporated herein by reference to Exhibit 10.24 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended January 3, 2010 (SEC file no. 001-02207).** 


Amended and Restated Wendy’s International, Inc. Supplemental Executive Retirement Plan No. 3, 
incorporated herein by reference to Exhibit 10.25 to Wendy’s/Arby’s Group’s Form 10-K for the fiscal 
year ended January 3, 2010 (SEC file no. 001-02207).** 


Wendy’s International, LLC Executive Severance Pay Policy, effective as of December 14, 2015, 
incorporated herein by reference to Exhibit 10.41 to The Wendy’s Company Form 10-K for the fiscal 
year ended January 3, 2016 (SEC file no. 001-02207).** 


Wendy’s International, LLC Deferred Compensation Plan, effective as of January 1, 2017, incorporated 
herein by reference to Exhibit 10.34 to The Wendy’s Company Form 10-K for the fiscal year ended 
January 1, 2017 (SEC file no. 001-02207).** 


Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, effective as of May 28, 
2009, incorporated herein by reference to Exhibit 10.6 to Wendy’s/Arby’s Group’s Form 10-Q for the 
quarter ended June 28, 2009 (SEC file no. 001-02207).** 


Amendment No. 1 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
effective as of May 27, 2010, incorporated herein by reference to Exhibit 10.9 to Wendy’s/Arby’s 
Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Amendment No. 2 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
incorporated herein by reference to Exhibit 10.6 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


2015-1 Class A-2 Note Purchase Agreement, dated as of May 19, 2015, by and among The Wendy’s 
Company, the subsidiaries of The Wendy’s Company party thereto and Guggenheim Securities, LLC, 
acting on behalf of itself and as the representative of the initial purchasers, incorporated herein by 
reference to Exhibit 10.1 of The Wendy's Company Current Report on Form 8-K filed on 
May 20, 2015 (SEC file no. 001-02207). 


2018-1 Class A-2 Note Purchase Agreement, dated as of December 6, 2017, by and among The 
Wendy’s Company, the subsidiaries of The Wendy's Company party thereto and Guggenheim 
Securities, LLC and Citigroup Global Markets Inc., each acting on behalf of itself and as the 
representatives of the initial purchasers, incorporated herein by reference by Exhibit 10.1 of The 
Wendy’s Company Current Report on Form 8-K filed on December 6, 2017 (SEC file no. 001-02207). 


Class A-1 Note Purchase Agreement, dated as of June 1, 2015, by and among Wendy’s Funding, LLC, 
as Master Issuer, each of Quality Is Our Recipe, LLC, Wendy’s Properties, LLC, Wendy’s SPV 
Guarantor, LLC, as Guarantor, Wendy’s International, LLC, as Manager, the conduit investors party 
thereto, the financial institutions party thereto, certain funding agents, and Codperatieve Centrale 
Raiffeisen-Boerenleenbank, B.A., “Rabobank Nederland,” New York Branch, as L/C Provider, 
Swingline Lender and Administrative Agent, incorporated herein by reference to Exhibit 10.1 of The 
Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Class A-1 Note Purchase Agreement, dated as of January 17, 2018, by and between Wendy’s Funding, 
LLC, as Master Issuer, each of Quality Is Our Recipe, LLC, Wendy’s Properties, LLC, Wendy’s SPV 
Guarantor, LLC, as Guarantor, Wendy’s International, LLC, as Manager, the conduit investors party 
thereto, the financial institutions party thereto, certain funding agents, and Codperatieve Rabobank, 
U.A., New York Branch, as L/C Provider, Swingline Lender and Administrative Agent, incorporated 
herein by reference to Exhibit 10.1 of The Wendy’s Company Current Report on Form 8-K filed on 
January 17, 2018 (SEC file no. 001-02207). 
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10.40 


10.41 


10.42 


10.43 


10.44 


10.45 


10.46 


10.47 


10.48 


10.49 


10.50 


10.51 
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DESCRIPTION 


Guarantee and Collateral Agreement, dated as of June 1, 2015, by and among Quality Is Our Recipe, 
LLC, Wendy’s Properties, LLC, Wendy's SPV Guarantor, LLC, each as a Guarantor, in favor of 
Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.2 to The Wendy’s Company 
Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Management Agreement, dated as of June 1, 2015, by and among Wendy’s Funding, LLC, Quality Is 
Our Recipe, LLC, Wendy’s Properties, LLC, Wendy’s SPV Guarantor, LLC, Wendy’s International, 
LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.3 to 
The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Management Agreement Amendment, dated as of January 17, 2018, by and among Wendy’s Funding, 
LLC, as Master Issuer, certain subsidiaries of Wendy’s Funding, LLC party thereto, Wendy's 
International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 10.2 of The Wendy’s Company Current Report on Form 8-K filed on January 17, 2018 (SEC 
file no. 001-02207). 


Stock Purchase Agreement, dated as of June 2, 2015, by and between The Wendy’s Company and the 
persons listed on Schedule I thereto, incorporated herein by reference to Exhibit 10.1 to The Wendy’s 
Company Current Report on Form 8-K filed on June 3, 2015 (SEC file no. 001-02207). 


Assignment of Rights Agreement between Wendy’s International, Inc. and Mr. R. David Thomas, 
incorporated herein by reference to Exhibit 10(c) of the Wendy’s International, Inc. Form 10-K for the 
fiscal year ended December 31, 2000 (SEC file no. 001-08116). 


Form of Guaranty Agreement dated as of March 23, 1999 among National Propane Corporation, 
Triarc Companies, Inc. and Nelson Peltz and Peter W. May, incorporated herein by reference to Exhibit 
10.30 to Triarc’s Annual Report on Form 10-K for the fiscal year ended January 3, 1999 (SEC 
file no. 001-02207). 


Indemnity Agreement, dated as of October 25, 2000 between Cadbury Schweppes plc and Triarc 
Companies, Inc., incorporated herein by reference to Exhibit 10.1 to Triarc’s Current Report on 
Form 8-K filed on November 8, 2000 (SEC file no. 001-02207). 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Nelson Peltz, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Nelson Peltz., 
incorporated herein by reference to Exhibit 10.2 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.4 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. and Trian Fund Management, 
L.P., incorporated herein by reference to Exhibit 10.1 to Wendy’s/Arby’s Group’s Current Report on 
Form 8-K filed on June 11, 2009 (SEC file no. 001-02207). 


Liquidation Services Agreement dated June 10, 2009 between Wendy’s/Arby’s Group, Inc. and Trian 
Fund Management, L.P., incorporated herein by reference to Exhibit 10.2 to Wendy’s/Arby’s Group’s 
Current Report on Form 8-K filed on June 11, 2009 (SEC file no. 001-02207). 
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DESCRIPTION 


Letter from Trian Fund Management, L.P. (“Trian Partners”) dated as of March 31, 2011 regarding the 
Agreement and the Liquidation Services Agreement each dated as of June 10, 2009 between Wendy’s/ 
Arby’s Group, Inc. and Trian Partners, incorporated herein by reference to Exhibit 10.2 of the 
Wendy’s/Arby’s Group, Inc. Form 10-Q for the quarter ended April 3, 2011 (SEC file no. 001-02207). 


Acknowledgment letter dated as of March 31, 2011 from Wendy’s/Arby’s Group, Inc. to Trian Fund 
Management, L.P. (“Trian Partners”) regarding the Agreement and the Liquidation Services Agreement 
each dated as of June 10, 2009 between Wendy’s/Arby’s Group, Inc. and Trian Partners, incorporated 
herein by reference to Exhibit 10.3 of the Wendy’s/Arby’s Group, Inc. Form 10-Q for the quarter 
ended April 3, 2011 (SEC file no. 001-02207). 


Assignment and Assumption of Lease, dated as of June 30, 2007, between Triarc Companies, Inc. and 
Trian Fund Management, L.P., incorporated herein by reference to Exhibit 10.1 to Triarc’s Current 
Report on Form 8-K filed on August 10, 2007 (SEC file no. 001-02207). 


Agreement of Sublease between Triarc Companies, Inc. and Trian Fund Management, L.P., 
incorporated herein by reference to Exhibit 10.4 to Triarc’s Current Report on Form 8-K filed on 
August 10, 2007 (SEC file no. 001-02207). 


First Amendment to Agreement of Sublease between Wendy’s/Arby’s Group, Inc. (f/k/a Triarc 
Companies, Inc.) and Trian Fund Management, L.P., incorporated herein by reference to Exhibit 10.10 
to Wendy’s/Arby’s Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207). 


Registration Rights Agreement dated as of April 23, 1993, between DWG Corporation and DWG 
Acquisition Group, L.P., incorporated herein by reference to Exhibit 10.36 to Wendy’s/Arby’s Group’s 
Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file no. 001-02207). 


Letter Agreement dated August 6, 2007, between Triarc Companies, Inc. and Trian Fund Management, 
L.P., incorporated herein by reference to Exhibit 10.7 to Triarc’s Current Report on Form 8-K filed on 
August 10, 2007 (SEC file no. 001-02207). 


Agreement dated November 5, 2008 by and between Wendy’s/Arby’s Group, Inc. and Trian Partners, 
L.P., Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners Parallel 
Fund II, L.P., Trian Fund Management, L.P., Nelson Peltz, Peter W. May and Edward P. Garden, 
incorporated herein by reference to Exhibit 10.1 to Wendy’s/Arby’s Group’s Current Report on 
Form 8-K filed on November 12, 2008 (SEC file no. 001-02207). 


Amendment No. | to Agreement, dated as of April 1, 2009, among Wendy’s/Arby’s Group, Inc., Trian 
Partners, L.P., Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners 
Parallel Fund I, L.P., Trian Fund Management, L.P., Trian Fund Management GP, LLC, Nelson 
Peltz, Peter W. May and Edward P. Garden, incorporated herein by reference to Exhibit 10.2 to 
Wendy’s/Arby’s Group’s Current Report on Form 8-K filed on April 2, 2009 (SEC file no. 001-02207). 


Agreement dated December 1, 2011 by and between The Wendy’s Company and Trian Partners, L.P., 
Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners GP, L.P., Trian 
Fund Management, L.P., the general partner of which is Trian Fund Management GP, LLC, Nelson 
Peltz, Peter W. May and Edward P. Garden, who, together with Nelson Peltz and Peter W. May, are 
the controlling members of Trian GP, Trian Partners Strategic Investment Fund, L.P. and Trian 
Partners Strategic Investment Fund-A, L.P., incorporated herein by reference to Exhibit 10.1 to The 
Wendy’s Company Current Report on Form 8-K filed on December 2, 2011 (SEC file no. 001-02207). 


Employment Agreement effective September 12, 2011 by and between The Wendy’s Company and 
Emil J. Brolick, incorporated herein by reference to Exhibit 10.1 of The Wendy's Company Current 
Report on Form 8-K filed on September 2, 2011 (SEC file no. 001-02207).** 


Amendment to Employment Agreement effective as of June 2, 2014 between The Wendy’s Company 
and Emil J. Brolick, incorporated herein by reference to Exhibit 10.1 of The Wendy's Company 
Current Report on Form 8-K filed on June 3, 2014 (SEC file no. 001-02207).** 
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DESCRIPTION 


Special Executive Deferred Compensation Plan by and between The Wendy’s Company and Emil J. 
Brolick, incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company Current Report on 
Form 8-K filed on September 2, 2011 (SEC file no. 001-02207).** 


Letter Agreement dated as of April 23, 2012 by and between The Wendy’s Company and Scott 
Weisberg, incorporated herein by reference to Exhibit 10.5 of The Wendy’s Company Form 10-Q for 
the quarter ended July 1, 2012 (SEC file no. 001-02207).** 


Employment Letter between The Wendy's Company and Todd Penegor dated as of May 8, 2013, 
incorporated herein by reference to Exhibit 10.9 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Robert Wright dated as of November 1, 
2013, incorporated herein by reference to Exhibit 10.81 of The Wendy’s Company Annual Report on 
Form 10-K for the fiscal year ended December 29, 2013 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Liliana Esposito dated as of May 8, 2014, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the quarter 
ended June 29, 2014 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Kurt Kane dated as of March 27, 2015, 
incorporated herein by reference to Exhibit 10.8 of The Wendy’s Company Form 10-Q for the quarter 
ended June 28, 2015 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and David Trimm dated as of May 21, 2015, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the quarter 
ended July 3, 2016 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Gunther Plosch dated as of April 7, 2016, 
incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company Form 10-Q for the quarter 
ended April 3, 2016 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and E. J. Wunsch dated as of September 6, 2016, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the quarter 
ended October 2, 2016 (SEC file no. 001-02207).** 


Form of Indemnification Agreement, between Wendy’s/Arby’s Group, Inc. and certain officers, 
directors, and employees thereof, incorporated herein by reference to Exhibit 10.47 to Wendy’s/Arby’s 
Group’s Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC 
file no. 001-02207).** 


Form of Indemnification Agreement of The Wendy’s Company, incorporated herein by reference to 
Exhibit 10.5 of The Wendy's Company and Wendy’s Restaurants, LLC Form 10-Q for the quarter 
ended October 2, 2011 (SEC file nos. 001-02207 and 333-161613, respectively).** 


Form of Indemnification Agreement between Arby’s Restaurant Group, Inc. and certain directors, 
officers and employees thereof, incorporated herein by reference to Exhibit 10.40 to Triarc’s Annual 
Report on Form 10-K for the fiscal year ended December 30, 2007 (SEC file no. 001-02207).** 


Form of Indemnification Agreement for officers and employees of Wendy’s International, Inc. and its 
subsidiaries, incorporated herein by reference to Exhibit 10 of the Wendy’s International, Inc. Current 
Report on Form 8-K filed on July 12, 2005 (SEC file no. 001-08116).** 


Form of First Amendment to Indemnification Agreement between Wendy’s International, Inc. and its 
directors and certain officers and employees, incorporated herein by reference to Exhibit 10(b) of the 
Wendy’s International, Inc. Form 10-Q for the quarter ended June 29, 2008 (SEC 
file no. 001-08116).** 
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101.INS 
101.SCH 
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101.DEF 
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101.PRE 


DESCRIPTION 
Consent of Deloitte & Touche LLP.* 


Certification of the Chief Executive Officer of The Wendy’s Company, pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.* 


Certification of the Chief Financial Officer of The Wendy’s Company, pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.* 


Certifications of the Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.* 


XBRL Instance Document* 

XBRL Taxonomy Extension Schema Document* 

XBRL Taxonomy Extension Calculation Linkbase Document* 
XBRL Taxonomy Extension Definition Linkbase Document* 
XBRL Taxonomy Extension Label Linkbase Document* 


XBRL Taxonomy Extension Presentation Linkbase Document* 


* Filed herewith. 


eK 


Identifies a management contract or compensatory plan or arrangement. 


Instruments defining the rights of holders of certain issues of long-term debt of the Company and its consolidated 
subsidiaries have not been filed as exhibits to this Form 10-K because the authorized principal amount of any one of 
such issues does not exceed 10% of the total assets of the Company and its subsidiaries on a consolidated basis. The 
Company agrees to furnish a copy of each of such instruments to the Commission upon request. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) the Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


THE WENDY’S COMPANY 
(Registrant) 


February 27, 2019 By: /s/ Topp A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below on 
February 27, 2019 by the following persons on behalf of the registrant and in the capacities indicated. 


Signature 


/s/ TODD A. PENEGOR 


(Todd A. Penegor) 


/s/ GUNTHER PLOSCH 


(Gunther Plosch) 


/s/ LEIGH A. BURNSIDE 


(Leigh A. Burnside) 


/s/ NELSON PELTZ 


(Nelson Peltz) 


/s/ PETER W. MAy 


(Peter W. May) 


/s/ KRISTIN A. DOLAN 
(Kristin A. Dolan) 


/s/ KENNETH W. GILBERT 


(Kenneth W. Gilbert) 


/s/ DENNIS M. Kass 


(Dennis M. Kass) 


/s/ JOSEPH A. LEVATO 


(Joseph A. Levato) 


/S/ MICHELLE J. MATHEWS-SPRADLIN 


(Michelle J. Mathews-Spradlin) 


/s/ MATTHEW H. PELTZ 


(Matthew H. Peltz) 


/s/ PETER H. ROTHSCHILD 


(Peter H. Rothschild) 


/s/ ARTHUR B. WINKLEBLACK 


(Arthur B. Winkleblack) 
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Titles 


President, Chief Executive Officer and Director 


(Principal Executive Officer) 


Chief Financial Officer 
(Principal Financial Officer) 


Chief Accounting Officer 


(Principal Accounting Officer) 


Chairman and Director 


Vice Chairman and Director 


Director 


Director 


Director 


Director 


Director 


Director 


Director 


Director 


PART | 
Special Note Regarding Forward-Looking Statements and Projections 


This Annual Report on Form 10-K and oral statements made from time to time by representatives of the 
Company may contain or incorporate by reference certain statements that are not historical facts, including, most 
importantly, information concerning possible or assumed future results of operations of the Company. Those 
statements, as well as statements preceded by, followed by, or that include the words “may,” “believes,” “plans,” 
“expects,” “anticipates,” or the negation thereof, or similar expressions, constitute “forward-looking statements” 
within the meaning of the Private Securities Litigation Reform Act of 1995 (the “Reform Act”). All statements that 
address future operating, financial or business performance; strategies, initiatives or expectations; future synergies, 
efficiencies or savings; anticipated costs or charges; future capitalization; and anticipated financial impacts of recent or 
pending transactions are forward-looking statements within the meaning of the Reform Act. The forward-looking 
statements are based on our expectations at the time such statements are made, speak only as of the dates they are 
made and are susceptible to a number of risks, uncertainties and other factors. Our actual results, performance and 
achievements may differ materially from any future results, performance or achievements expressed or implied by our 
forward-looking statements. For all of our forward-looking statements, we claim the protection of the safe harbor for 
forward-looking statements contained in the Reform Act. Many important factors could affect our future results and 
could cause those results to differ materially from those expressed in or implied by the forward-looking statements 
contained herein. Such factors, all of which are difficult or impossible to predict accurately, and many of which are 
beyond our control, include, but are not limited to, the following: 


* competition, including pricing pressures, couponing, aggressive marketing and the potential impact of 
competitors’ new unit openings on sales of Wendy’s restaurants; 


* consumers’ perceptions of the relative quality, variety, affordability and value of the food products we offer, 
and changes in consumer tastes and preferences; 


* food safety events, including instances of food-borne illness (such as salmonella or E. coli) involving 
Wendy’s or its supply chain; 


* consumer concerns over nutritional aspects of beef, chicken, french fries or other products we sell, the 
ingredients in our products and/or the cooking processes used in our restaurants; 


* conditions beyond our control, such as weather, natural disasters, disease outbreaks, epidemics or 
pandemics impacting our customers or food supplies, or acts of war or terrorism; 


* the effects of negative publicity that can occur from increased use of social media; 


* success of operating and marketing initiatives, including advertising and promotional efforts and new 
product and concept development by us and our competitors; 


* prevailing economic, market and business conditions affecting us, including competition from other food 
service providers, unemployment and decreased consumer spending levels, particularly in geographic 
regions that contain a high concentration of Wendy’s restaurants; 


¢ changes in the quick-service restaurant industry, spending patterns and demographic trends, such as 
consumer trends toward value-oriented products and promotions or toward consuming fewer meals away 
from home; 


* certain factors affecting our franchisees, including the business and financial viability of franchisees, the 
timely payment of franchisees’ obligations due to us or to national or local advertising organizations, and 
the ability of franchisees to open new restaurants and reimage existing restaurants in accordance with their 
development and franchise commitments, including their ability to finance restaurant development and 
reimages; 


* increased labor costs due to competition or increased minimum wage or employee benefit costs; 


¢ changes in commodity costs (including beef, chicken, pork, cheese and grains), labor, supplies, fuel, 
utilities, distribution and other operating costs; 


*¢ the availability of suitable locations and terms for restaurant development by us and our franchisees; 


THE WENDY’S COMPANY 
LIST OF SUBSIDIARIES AS OF 
December 30, 2018 


SUBSIDIARY 


Wendy’s Restaurants, LLC 
Wendy’s International, LLC 
Scioto Insurance Company 
Wendy’s Global Holdings CV 
Wendy’s Global Financing Partner, LLC 
Wendy’s Global Financing LP 
Wendy’s Ireland Financing Ltd. 
Wendy’s Singapore Pte. Ltd. 
Wendy’s Brazil Holdings Partner, LLC 


Wendy’s Brasil Servicios de Consultoria em Restaurantes Ltda. 


Wendy’s Netherlands BV 
Wendy’s Netherlands Holdings BV 
Wendy’s Restaurants of Canada Inc. 
Wendy’s Canadian Advertising Program, Inc. 
TIMWEN Partnership (1) 
Wendy’s Global Holdings Partner, LLC 
Wendy’s Old Fashioned Hamburgers of New York, LLC 
Wendy’s Restaurants of New York, LLC 
Wendy’s International Finance, Inc. 
Wendy’s of Denver, LLC 
Wendy’s of N.E. Florida, LLC 
Oldemark LLC 
Wendy’s SPV Guarantor, LLC 
Wendy’s Funding, LLC 
Quality Is Our Recipe, LLC 
Wendy’s Properties, LLC 
Restaurant Finance Corporation 
Wendy Restaurant, Inc. 
The Wendy’s National Advertising Program, Inc. 
256 Gift Card Inc. 
Wendy’s Technology, LLC 
SEPSCO, LLC 
TXL Corp. 
Home Furnishing Acquisition Corporation 
RCAC, LLC 
Madison West Associates Corp. 
Citrus Acquisition Corporation 
Adams Packing Association, Inc. 


(1) 50% owned by Wendy’s Restaurants of Canada Inc. 


EXHIBIT 21.1 


STATE OR JURISDICTION 
UNDER WHICH ORGANIZED 


Delaware 
Ohio 
Vermont 
Netherlands 
Delaware 
Ontario 
Ireland 
Singapore 
Delaware 
Brazil 
Netherlands 
Netherlands 
Ontario 
Canada 
Ontario 
Delaware 
Ohio 
Delaware 
Ohio 
Colorado 
Florida 
Delaware 
Delaware 
Delaware 
Delaware 
Delaware 
Ohio 
Delaware 
Ohio 
Colorado 
Delaware 
Delaware 
South Carolina 
Delaware 
Delaware 
Delaware 
Florida 
Delaware 


EXHIBIT 23.1 


CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


We consent to the incorporation by reference in Registration Statement Nos. 333-50051, 333-82069, 333-97569, 
333-155273, and 333-167170 on Form S-8 and Registration Statement No. 333-228979 on Form S-3 of our reports 
dated February 27, 2019, relating to the consolidated financial statements of The Wendy’s Company and subsidiaries 
(which report expresses an unqualified opinion and includes an explanatory paragraph regarding a change in accounting 
for revenue due to the adoption of Accounting Standards Codification No. 606, Revenue from Contracts with Customers), 
and the effectiveness of The Wendy’s Company and subsidiaries’ internal control over financial reporting, appearing in 
this Annual Report on Form 10-K of The Wendy’s Company for the year ended December 30, 2018. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
February 27, 2019 


EXHIBIT 31.1 


CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER OF THE WENDY’S COMPANY, PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 


I, Todd A. Penegor, certify that: 
1. I have reviewed this annual report on Form 10-K of The Wendy’s Company; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 


4, The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: February 27, 2019 


/s/ Topp A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


EXHIBIT 31.2 


CERTIFICATION OF THE CHIEF FINANCIAL OFFICER OF THE WENDY’S COMPANY, PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 


I, Gunther Plosch, certify that: 


1. I have reviewed this annual report on Form 10-K of The Wendy’s Company; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 


4, The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 


significant role in the registrant’s internal control over financial reporting. 


Date: February 27, 2019 


/s/ GUNTHER PLOSCH 


Gunther Plosch 
Chief Financial Officer 


EXHIBIT 32.1 


CERTIFICATIONS OF THE CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER 
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


Pursuant to Section 1350 of Chapter 63 of Title 18 of the United States Code, as adopted pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002, each of the undersigned officers of The Wendy’s Company, a 
Delaware corporation (the “Company”), does hereby certify, to the best of such officer’s knowledge, that in 
connection with the Annual Report on Form 10-K of the Company for the fiscal year ended December 30, 2018 (the 
“Form 10-K”): 


1. the Form 10-K fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934; and 


2. the information contained in the Form 10-K fairly presents, in all material respects, the financial 
condition and results of operations of the Company. 


Date: February 27, 2019 


/s/ Topp A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


Date: February 27, 2019 


/s/ GUNTHER PLOSCH 


Gunther Plosch 
Chief Financial Officer 
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STOCK PERFORMANCE 


The following performance graph shows The Wendy's Company's cumulative total stockholder return on its Common Stock relative to 
the returns of the S&P MidCap 400° Index and a customized peer group, whose individual companies are listed in footnote 1 below. The 
measurement points in the graph are the last trading days of our 2013, 2014, 2015, 2016, 2017 and 2018 fiscal years. The returns set forth 
below assume an initial investment of $100 and reinvestment of all dividends when received. 


COMPARISON of 5-YEAR CUMULATIVE TOTAL RETURN* 


(The Wendy's Company vs. the S&P MidCap 400 Index and the Peer Group) 
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12/27/13 12/26/14 12/31/15 12/30/16 12/29/17 12/28/18 


==—= The Wendy’s Company $100.00 $104.14 $128.45 $165.03 $204.22 $198.34 
== S&P MidCap 400 $100.00 $111.43 $107.91 $130.29 $151.45 $133.30 


=== Peer Group $100.00 $103.99 $130.38 $136.74 $172.60 $189.00 


(1) The 14 companies included in the Company’s peer group are: Brinker International Inc., Chipotle Mexican Grill, Inc., Darden Restaurants, Inc., DineEquity, Inc., Domino’s 
Pizza, Inc., Dunkin’ Brands Group, Inc., Jack In The Box Inc., McDonald’s Corporation, Papa John’s International, Inc., Red Robin Gourmet Burgers, Inc., Restaurant Brands 
International Inc., Starbucks Corporation, The Wendy’s Company and Yum! Brands, Inc. Sonic Corp. was included in the peer group in the Company’s 2017 Annual Report, 
but has been omitted for the 2018 Annual Report as they are no longer a publicly traded company. 


*This performance graph does not constitute soliciting material and should not be deemed filed or incorporated by reference into any filing by The Wendy’s Company under 
the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent The Wendy’s Company specifically incorporates this 
performance graph by reference into such other filing. 


Source: Nasdaq 
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